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Eprror’s Note: Under the postwar conditions as- 
sumed, which may appear overly optimistic to many read- 
ers, and by methods of projection which others will probably 
challenge, the author foresees great opportunities for ad- 
vertising and marketing after the war. 


OSTWAR advertising and marketing 
icecementdies will depend largely on 
the kind of economy we will have, and 
the predictions of economists on that 
point range from the depths of prolonged 
depression and unemployment to utopia 
itself. 

But it is also true that our postwar 
level of economy will itself depend 
largely on how good a job we do through 
advertising and marketing in expanding 
the consumer demand for goods and serv- 
ices. There will be a real opportunity 
facing this nation to develop and main- 


tain a high level economy with maximum 
employment—an economy which will be 
capable of providing, for the great mass 
of our population, a standard of living 
fully double our prewar level. 

This kind of high level economy would 
mean: a national production of goods 
and services of 200 billion dollars an- 
nually in terms of current 1945 prices, 
compared with prewar peaks of about 
100 billion reached in 1929 and again in 
1940; a national income of about 168 
billion dollars compared with prewar 
“prosperity” levels of around 80 billion; 
consumer expenditures for goods and 
services of 145 billion dollars compared 
with about 70 billion; a retail trade of 
over 100 billion dollars compared with 
50 billion; an employment of 57 million 


113 








114 


THE JOURNAL OF MARKETING 





persons, excluding our peacetime army, 
compared with 46 million employed in 
1940; a median family income of about 
so dollars per week compared with pre- 
war levels of 25 dollars per week, an in- 
come justified by the greater productiv- 
ity per man! whichhas beendemonstrated 
during the war. 

The figures may sound fantastic— 
just as fantastic as any belief at the time 
of Pearl Harbor that we could add 100 
billion dollars of war production without 
drastically reducing our overall produc- 
tion for civilians. In fact, a leading group 
of economists, in January, 1942, pre- 
dicted that the war production program 
would necessitate a reduction in the 
average standard of living in the United 


States to the lowest of depression levels . 


of 1933,? whereas in actuality consumers 
have increased to an all time peak their 
purchases of goods and services at the 
same time that we have produced war 
materials in unprecedented volume. 

It is pretty generally recognized’ now 
that after the war we shall have to pro- 
vide employment for at least 57 million 
persons, a total of 11 million more than 
we employed in 1940. This is after allow- 
ing for a reduction of three million in the 
labor force, an expanded peacetime army 
of two million, and unemployment at 
three million—a total peacetime labor 
force of 62 million compared with a war- 
time (1944) labor force of 65 million. 

We have during this war demonstrated 
that our productive ability per man is far 
higher than had been utilized, or even 


1 Cf. Hagen and Kirkpatrick, ““The National Output 
at Full Employment in 1950,” American Economic Re- 
view, September, 1944, pp. 473, ff. 

Also Rufus S. Tucker, “Projections of National In- 
come,” The Conference Board Business Record, January 
1945, P- 4. 

2 National Industrial Conference Board report of 
January 27, 1942. 

* For 10 other estimates of postwar labor force, see 
Rufus S. Tucker, “Projection of National Income,” The 
Conference Board Business Record, January 1945, p. 4. 


suspected, under prewar conditions. In 
two peak prewar years, 1939 and 1940, 
we employed about 46 million persons 
and produced just under 100 billion dol- 
lars of goods and services, or at the rate 
of $2,100 per employed civilian. In 1944, 
the 52 million civilians employed were 
producing goods and services of about 
200 billion dollars per year or about 
$4,000 per man—almost double prewar. 
On the basis of a 40 hour week therefore, 
instead of the 1944 average near 46 
hours, we have demonstrated we can pro- 
duce at the rate of $3,500 per man. 


DISADVANTAGES OF A RETURN 
To A Low LEvEL Economy 


Now, if we return after the war to the 
1940 level of 100 billion dollars of total 
production of goods and services, as 
many think will be inevitable, our econ- 
omy will be faced with the very serious 
consequences of two alternatives, or a 
combination of both: (a) spread the work 
or “make work” for 57 million people, 
which would lower our average produc- 
tivity per man to the lowest of depression 
levels, with a serious cutting of our 
standards of living; (b) allow a limited 
number of people to produce at their 
demonstrated capacity to produce, in 
which case only 28 million employed 
would be all that would be needed to 
produce for the whole economy, leaving 
around 30 million unemployed. 

It is almost unthinkable that we 
should permit either of these conditions. 
For one thing our 12 million returning 
soldiers and sailors will not be of a tem- 
perament either to stand for the wide- 
spread unemployment of the last depres- 
sion or to be content to subsist on a dole. 

Wage rates cannot be reduced sub- 
stantially without widespread labor un- 
rest. In fact, there will be strong resist- 
ance to any lowered weekly earnings, 
even through reduced overtime. 
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Taxes cannot be reduced to prewar 
levels since we will need to carry a na- 
tional debt that probably will reach 300 
billion dollars or more, as well as to con- 
tinue an expanded peacetime army and 
many other government expenses which 
history indicates will be difficult to elim- 
inate. A low estimate of the postwar an- 
nual needs of government, both federal 
and local, is 28 billion dollars‘ compared 
with 11 billion in 1929—a stifling burden 
at any prewar level of under 100 billion 
dollars of productivity, but a burden 
that could be handled nicely with an 
economy based on our demonstrated 
ability to produce at levels of 200 billion 
dollars. 

With the increased wage and tax 
levels, business profits would soon be 
non-existent under conditions of a return 
to prewar levels representing an overall 
drop of volume to half of present levels. 
And if business profits disappear for any 
extended period, so too will disappear 
the opportunity for employment in pri- 
vate industry regardless of promises and 
good intentions. 

It is entirely possible that we may re- 
turn to prewar levels of lower productiv- 
ity, high unemployment, and lowered 
standards of living. But if we do it will 
be because we lack the vision, courage, 
and will to take advantage of the oppor- 
tunity which our war production has 
brought to light. This remarkable record 
of production, the “know how” that has 
made possible doubled® overall produc- 
tion (as measured in dollars), calls for a 


*S. Morris Livingston, Markets After the War (U. S. 
Department of Commerce, March, 1943), Table IV. 

5 President Roosevelt's message to Congress, January 
9, 1945, reported the gross national product for the 
calendar year 1944 at 197.5 billion dollars in current 
prices compared with 88.6 billion dollars in 1939, and 
stated that prices in 1944 were between 25 and 30 per 
cent above 1939. (Editor’s Note: In real terms, produc- 
tion did not double, but apparently increased by from 
one half to two-thirds.) 


revision of all former estimates of what 
is possible or desirable. 

The charts presented show: that we 
will have the ability and capacity to pro- 
duce; that we will have the purchasing 
power to buy; that we must create the 
demand so that there will be a market 
for the full production. 


THE Capacity To Propuce 


Chart 1 shows how our war produc- 
tivity compared with our two best pre- 
war years, 1929 and 1940. We have 
doubled our total production (in dollar 
terms), adding to a civilian consumption 
expanded to an all time high of 97 billion 
dollars, a war production of nearly 100 
billion dollars. We are doing this with 52 
million employed compared with. 46 
million in 1929 and 1940, and compared 
with 57 million probably seeking post- 
war employment. To maintain $7 million 
employed without serious reductions in 
earnings, will require a total production 
of 200 billion dollars of goods and serv- 
ices. 

Furthermore, if 28 billion dollars of 
this production is taken by the govern- 
ment and 27 billion in private capital 
formation (machinery and equipment; 
private, industrial, and residential con- 
struction, etc.),”’ there still remain 145 
billion dollars of goods and services for 
which there would have to be consumer 
demand; else the full production could 
not be absorbed. This would require 
civilian consumption at double prewar 
levels—a real opportunity for expansion 
of our domestic market. 

* Prewar figures in charts 1, 2, and 3 are from S. Mor- 
ris Livingston, Markets After the War, op. cit., Table 1. 
The war peak estimates are based on a projection to 
1945 of the latest 1944 figures shown in the U. S. De- 
partment of Commerce Survey of Current Business, 
Feb., 1945, p. §. Postwar opportunity figures are au- 
thor’s estimates based on 57 million employed at current 
rates of income adjusted to a 40 hour week basis. 


7S. Morris Livingston, Markets After the War, op. cit., 
Table IV. 
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POSTWAR MARKET OPPORTUNITY PROVIDING FULL 
EMPLOYMENT-DISTRIBUTION OF TOTAL OUTPUT OF 
GOODS AND SERVICES 


POST-WAR 
WAR PEAK OPPORTUNITY 
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Non-durable and semi-durable goods #36.4 134.4 60.0 $75.0 

Durable goods 9.9 1.4 6.0 23.0 

Services (housing, transportation, 24.5 23.9 31.0 47.0 
utilities, etc.) eee 

Total #70.8 +65.7 $97.0 $145.0 


CHART I 
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Figures at the botton of Chart 1 show 
the analysis of consumer purchases as 
among durable goods, services, and non- 
durable or semi-durable goods for 1929, 
1940, and 1945—and a projection to 
postwar opportunities on the basis of a 
consumer demand totaling 145 billion 
dollars. 


THE PurcHASING PoweER To Buy 


Chart 2 shows how production creates 
the purchasing power to absorb the 
goods and services produced. The total 
national product should not be confused 
with total national income. National in- 
come represents the income to individuals 
from production plus undistributed cor- 
porate profits, while the total national 
product includes in addition to national 
income the amounts taken from business 
in taxes and the amounts set aside by 
business in various reserves (deprecia- 
tion, depletion, etc.). The definitions of 
total national product, national income, 
income to individuals from production 
and other items on this chart are those in 
current use by the U. S. Department of 
Commerce, and the data referred to are 
brought up to date at frequent intervals 
in the Survey of Current Business. 

Under wartime production of over 200 
billion dollars in revenue, individuals 
were receiving 157 billion dollars or 
about double the prewar totals. The na- 
tional income was about 160 billion dol- 
lars, and compensation of employees is 
estimated for 1945 at 113 billion dollars 
compared with 52 billion in 1940. 

The right hand bar of Chart 2, under 
“postwar opportunity,” shows how the 
revenue generated by a 200 billion dollar 
national product might be divided among 
business taxes, business reserves, and in- 
come to individuals. It could provide a 
national income of 168 billion dollars and 
total income payments to individuals of 
165 billion dollars. 


It is perfectly possible, therefore, for 
production at efficient employment of 57 
million persons to provide consumers in 
the United States with sufficient income 
to expand their purchases to 145 billion 
dollars annually—the amount they must 
consume to support a 200 billion dollar 
economy. 

Does a postwar opportunity to attain 
a national income of 168 billion dollars 
seem incredible? Our record of increased 
productivity by 20 year periods back to 
1850 is shown in Table I.® In none of 
these periods have we failed approxi- 
mately to double our national income. 
From two billion dollars in 1850, our 
national income increased to over 80 
billion dollars in 1929. 


Tas.e I. Growts or U. S, Nationat Income, 
BY 20 YEAR Periops, 1850-1950 














| National | Per Cent | National 
Income | Increase | Income 
Year | (in Over 20 per 
Billions) Years Capita 
1850 | $ 3 2 | — # 95 
1870 | | _ 17 
1890 | 12. : 192 
1910 |} 30.7 | hs 333 
1930 (1929 figures) | 81.1 | saa 668 
(1945 estimated) (160.0) (1, 160) 
1950 Postwar | 
Opportunity 168.0 | 1,160 





Our 1945 estimated national income of 
approximately 160 billion dollars is the 
equivalent of $1,160 per capita for the 
138 million population, which compares 
with $668 in 1929 and with $95 in 1850. 

Chart 3 shows that the opportunity 
for an income of 165 billion dollars to in- 
dividuals in the postwar period not only 
would supply the funds for doubling con- 
sumer purchases but would also allow 
an ample margin for taxes and savings. 


8 See Neil H. Borden, The Economic Effects of Advertis- 
ing (Chicago: Richard D. Irwin, 1944), p. 683, for pre- 
war figures in Table I. 
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HOW PRODUCTION AT FULL EMPLOYMENT CAN PROVIDE 
THE INCOME FOR INCREASED POST-WAR LIVING STANDARDS 


DISTRIBUTION OF GROSS RECEIPTS FROM PRODUCTION 
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With a wartime income of 157 billion 
dollars, consumers have expanded their 
purchases to 97 billions, are paying taxes 
of about 24 billion, and still have the ab- 
normally large amount of 36 billion dol- 
lars for various forms of savings. In the 
five year period 1941-1945 these savings 
will have accumulated to the enormous 
total of over 140 billion dollars.® 

This backlog of savings and the accu- 
mulated demand for consumer durable 
goods such as automobiles, electrical 
equipment, and better housing should 
make possible an active conversion pe- 
riod as war production tapers off. There is 
a fallacy, however, in relying too heavily 
upon these savings as a source of con- 
sumer demand in the postwar period. In 
the first place they are to a large extent 
in the form of reduced debts, paid-off 
mortgages, insurance, and war bonds.” 
Secondly, if people become unemployed 
they will hang on to their savings, draw- 
ing upon their capital only for real neces- 
sity. A sound economy cannot be built 
on the dissipation of accumulated sav- 
ings. 

If, on the other hand, full employment 
provides sufficient revenue to allow for 
taxes and improved standards of living 
and still leave a margin for saving, then 
the 140 billion dollars of wartime accu- 
mulated savings can act as a powerful 
catalytic agent in aiding the population 
to accept and demand the higher living 
standards. 


® Indicated net savings of individuals for 5 years total 
147 billion dollars: 





Billions 

1941 $14.2 Survey of Current Business, September, 
1944, P- 4. 

1942 28.0 Ibid. 

1943 33.0 Ibid. 

1944 35.8 President’s message to Congress, Janu- 
ary 9, 1945. 

1945 36.0 Author’s estimate. 

Total $147.0 


U.S. Department of Commerce, Survey of Current 
Business, September, 1944, p. 8. 


Note that the 10 billion dollars of per- 
sonal taxes indicated in Chart 3 under 
the postwar opportunity bar, plus the 20 
billion dollars of business taxes shown in 
Chart 2, would provide 30 billion dollars 
—ample to cover all government require- 
ments, and yet represent a reduction of 
one half in personal taxes and one third 
in business taxes compared with the war- 
time totals. 

The question now arises: Whether, 
even given the income, the mass of our 
population could double the total con- 
sumption without reaching excesses in 
the general standards of living. 


THE PossiBILity oF ExPANDED 
CONSUMPTION 


The answer to this is clearly provided 
in an examination of the standard of liv- 
ing of the average family in the 50 dollar 
per week income group compared with 
the standard of living of the average 
family in the 25 dollar a week income 
group. Table II, comparing these two 
types of families, is based on a broad 
study by the U. S. Department of Labor 
in 1942 covering families grouped ac- 
cording to their 1941 incomes. 

At prewar top of prosperity our econ- 
omy was typified by the 25 dollar per 
week family—s1 per cent of our families 
in 1941 had incomes under $1,500 per 
year while only one third had incomes of 
$2,000 or above. At wartime levels of 
productivity, and at the level of a 200 
billion dollar productivity in the postwar 
period our economy can be typified by 
the 50 dollar per week family with nearly 
60 per cent of families having incomes 
over $2,000 per year. 

Compare each of the major items mak- 
ing up the standard of living of the 50 
dollar per week family with those of the 
25 dollar per week family. Overall ex- 
penditures for goods and services are 
practically doubled—even food expend- 
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POST-WAR OPPORTUNITY 


FOR INCREASED LIVING STANDARDS 














Based on National Income POST-WAR 
Payments To Individuals WAR PEAK OPPORTUNITY 
Under Optimum E ment 
—_ $165.0 (onions) 
( BILLIONS OF DOLLARS ) $157.0 a 
PERSONAL TAXES 
TOTAL INCOME 
— PAYMENTS _ CONSUMER 
SAVINGS nal aoe 
PERSOWAL TaAxES § SERVICES 
CONSUMER 
EXPENDITURES 
FOR GOODS AND 
SERVICES 





1929 1940 1945 POST-WAR 


POSSIBLE 
LEVEL 


CHART 3 











THE JOURNAL OF MARKETING 


121 





itures are 74 per cent larger. House fur- 
nishings and equipment expenditures are 
121 per cent greater; auto transporta- 
tion increases 135 per cent, other trans- 
portation 116 per cent, clothing 105 per 
cent, recreation 155 per cent, and so on 
through the whole list. Not just the 


Tas.e IJ. How Consumption INCREASED 
wiTH Famiy Income, 1941 























Annual Family 
Income Group Per Cent 
Expenditures $25 per | $50 per Increase 
Week Week 7 Con- 
($7 ,000- ($2, 000- sumption 
$7, §00)* | $3,000)” 
Total Family Expen- 
ditures For Goods 
And Services $1,155 |$2,214 92 
Food 399 695 74 
Housing, fuel, light 
and refrigeration 217 391 80 
Clothing 132 270 105 
Auto transportation 101 237 135 
Furnishings and 
equipment 63 139 121 
Medical care 62 105 69 
Household operation 47 97 106 
Recreation 33 84 155 
Tobacco 27 47 74 
Personal care 24 47 96 
Other transportation 19 41 116 
Reading II 22 100 
Formal education 6 16 167 
Miscellaneous family 
expenses 14 23 64 








* 51% were below $1,500 in 1941. 

> 35% were above $2,000 in 1941. 
Source: Estimates of The Expenditures of American 
Consumers, 1941 and the First Quarter of 1942. Study 
of Family Expenditures and Savings in Wartime, U. S. 
Dept. of Agriculture and U. S. Dept. of Labor, August, 
1942. 


luxuries or the gadgets increase; the 
whole basic pattern of living is appar- 
ently on a scale approximately double. 
Now this comparison is not peculiar 
to the 50 dollar per week group versus 
the 25 dollar per week group. Chart 4 


shows how the average family expendi- 
tures for the basic items of living (food, 
shelter, and clothing) step up from one 
income group to the next. It shows 
clearly that increased productivity lead- 
ing to increased income for that great 
mass of the population earning under 
$5,000 per year opens wide the oppor- 
tunities for increased demand for all 
types of goods and services, a demand 
that is the real key to any possible main- 
tenance of a high level of employment. 
Without a consumer demand at approxi- 
mately double prewar levels, we cannot 
have full employment nor carry the bur- 
den of our huge public debt and in- 
creased government expenditures. 

It would be a serious fallacy, however, 
to believe that the demand is automatic 
if the income is available. The standards 
of living of different income groups 
shown in the chart developed over a 
period of years. They reflect different 
levels of social and educational achieve- 
ment. There are more college graduates 
and more high school graduates in the 50 
dollar per week group than in the 25 
dollar per week group. The tastes and 
measures. of satisfactory achievement 
differ between the groups. 

This, then, is the job of postwar ad- 
vertising and marketing: the major task 
of changing the living habits and stand- 
ards of the. great masses of our popula- 
tion so that consumption can catch up 
with the great strides we have made in 
productive ability, and so that we can 
benefit through increased productivity 
per man by having, for each family, more 
of the goods and services that give hu- 
man satisfaction. 

Let us assume for the moment that 
advertising andselling have accomplished 
the goal of changing the living stand- 
ards and desires of the 25 dollar per week 
family to those of the 50 dollar per week 
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HOW MARKET FOR CONSUMER GOODS AND 
SERVICES CAN EXPAND WITH INCOME 


AVERAGE EXPENDITURES PER FAMILY 1941 TOTAL EXPENDITURES 


43.086 fO* 6000s « sexvices 


ALL OTHER 
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comments 10h 19% 16% 14% 20% 10% 


* Shelter includes Housing, Household Operation, Furnishings E Equipment 
Source: Estimates of Expenditures of American Consumers 1941 US Department ot 
Labor and US.Department of Agriculture, August 1942 
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family. Can the market thus created 
really give employment to 57 million 
people at wage rates that will provide 
the revenue to buy 145 billion dollars of 
consumer goods and services? 


EFrrect oN EMPLOYMENT OF 
ExPANDED CONSUMPTION 


Keeping in mind the fact that the con- 
sumer and his possible demand represent 
the real key to our employment problem 
and the possible level of our economy, I 
have carried through an analysis, indus- 
try by industry, of the effect of raising 
our standards of living to an economy 
typified by the 50 dollar per week family. 
In this I have assumed that the demon- 
strated increased productivity of labor 
should be compensated by annual earn- 
ings at least as great in each industry as 
the present levels. 

As an example, food, beverages, and 
tobacco manufacturing employed 1,310, 
ooo workers in 1940 with annual wages 
and salaries of $1,761,000,000, or $1,348 
per employee." In 1943, this field of in- 
dustry increased the average annual 
earnings to $1,876 per employee and 
employed 1,480,000 workers. Presumably 
this increase in earnings per worker was 
justified by greater productivity in terms 
of total industry sales per employee. The 
study of the so dollar per week family 
showed an increase of 74 per cent in dol- 
lars for food and tobacco compared with 
the 25 dollar per week family. Applying 
this to the postwar opportunity in a 200 
billion dollar economy would indicate 
an increase of 74 per cent in total dollar 
sales of the industry. Hence, without in- 


1 U. S. Department of Commerce, Survey of Current 
Business, April, 1944, pp. 14-15. Total annual pay- 
ments of wages and salaries paid by each industry in 
1940 and 1943 and the average annual salary-wage per 
employee provided the basis for calculating the equiva- 
lent average monthly number of employees in each in- 
dustry, both manufacturing and non-manufacturing. 


creasing the labor cost as a percentage of 
sales, the industry could pay approxi- 
mately $3,100,000,000 in wages and sal- 
aries in the postwar. At $1,900 per 
employee (approximately the present 
levels rather than a decrease to 1940 lev- 
els) this would provide employment for 
1,650,000 workers or 340,000 more than 
in 1940, and 170,000 more than in 1943. 

Continuing this same reasoning and 
working back from possible consumer 
demand (or the reflection of that con- 
sumer demand on the industrial products 
demand) in each manufacturing indus- 
try, results in the analysis shown in 
Table III. Postwar manufacturing could 
absorb 15,850,000 workers at an average 
wage of $2,200 compared with 10,720, 
000 in 1940 at an average wage of $1,434. 
While this would represent a drop of 
1,410,000 from the wartime peak, these 
could be more than absorbed in non- 
manufacturing pursuits. After all, manu- 
facturing represented only a quarter of 
the total employed in 1940, and at the 
war peak only a third. 

Tables IV and V which analyze in the 
same way the non-manufacturing indus- 
tries of the nation, demonstrate the op- 
portunity for adding 11 million jobs to 
the 46 million employed in 1940, without 
regressing from present levels of earnings 
in each industry so long as labor justifies 
these earnings by maintaining the in- 
creased levels of productivity per man. 

Table VI indicates that in retail trade 
alone there should be an opportunity for 
an increase of over 1,000,000 in employ- 
ment compared with 1940, with average 
earnings per employee about $0 per cent 
greater than in 1940. Of total consumer 
expenditures of 145 billions in a 200 bill- 
ion dollar economy there should be about 
100 billion dollars in retail trade. Great 
changes in facilities will be needed to 
handle a volume of retail trade double 
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Tasze III, Postwar Opportunity For Joss 1n MAnuFAcTuRING* 











° ° n 
Kind of Manufacturing 1940 1943 Pal Pann ph 3 
Textiles & Leather 2,430,000 2,640,000 3,100,000 460,000 
Food, Beverages & Tobacco 1,310,000 1,480,000 1,650,000 170,000 
Iron & Steel & their products 1,310,000 2,280,000 1,600,000 — 680,000 
Construction Materials & Furniture 1,230,000 1,340,000 2,400,000 1,060,000 
Paper, Printing & Publishing g00 ,000 940,000 I , 400,000 460,000 
Machinery (except Electrical) 820,000 I, 500,000 1,250,000 — 250,000 
Chemicals & Petroleum Refining 640,000 1,080,000 1,100,000 20 ,000 
Automobiles & Auto Equipment 530,000 710,000 750,000 40,000 
Rubber & Miscellaneous 510,000 780 ,000 750,000 — 30,000 
Electrical Machinery 390,000 840,000 650,000 — 190,000 

Non-Ferrous Metals & their products 330,000 §00 ,000 §00 ,000 — 
Transportation Equipment (Airplanes, ships, etc.) 320,000 3,170,000 700,000 |—2,470,000 
Total Employed 10,720,000 | 17,260,000 | 15,850,000 |—1,410,000 























* Postwar opportunity based on estimated increases over 1940 in consumer postwar demand possible with a 
median family income of $50 per week instead of the prewar $25 per week and a proved ability to produce 200 
billion dollars of goods and services. Increases in demand in each industry indicated by the $50 per week family 
versus the $25 per week family have been applied to the 1940 total wages and salaries for the industry, and this 
total divided by the 1943-1944 level of annual wages in the industry indicated the number of employees needed to 


produce to meet the demand. 


prewar peaks.” We had that happen 
after the first world war. From about 19 
billion dollars of retail trade in 1914, we 
reached an estimated 38 billions in 1919, 
the first peace year, and 40 billions in 
1923, five years after the war, and after a 
period of price adjustment. 

With retail trade representing the 
channel for 69 per cent of total consumer 
expenditures for goods and services, and 
in peacetime fully half of the total pro- 
duction of all goods and services, it ob- 
viously becomes a focal point of oppor- 
tunity for improved marketing. Rapidity 
of turnover, and the increased sales per 
employee necessary to keep distribution 
costs down, depend in great measure on 
pre-selling the consumer and creating 
the basic desire (which is primarily the 
function of the manufacturer) and then 
stimulating to immediate sales action, 
which is primarily the function of the re- 
tailer. Both require intelligent and force- 
ful advertising. 

12U. S. Department of Commerce, Survey of Current 


Business, October, 1944, p. 7, reported retail sales in 
1929 at 48.5 billion dollars and in 1939 at 42.0 billions. 


OTHER INFLUENCES ON PosTWAR 
MARKETING AND ADVERTISING 


There are other factors which will in- 
fluence postwar marketing and advertis- 
ing. Shifts in population are basic, par- 
ticularly the continued trend toward 
metropolitan markets. In 1940, a total 
of 138 metropolitan markets with centers 
of 50,000 or over had 51.6 per cent of the 
U. S. population." These markets, which 
include only 242 counties or 8 per cent 
of the total 3,073 counties in the United 
States, represented 65 per cent of the 
total retail sales and 67 per cent of the 
effective buying income of the nation. 

The population trend between 1930 
and 1940 had been definitely toward 
these metropolitan markets—not into 
their central cities but to their suburban 
areas. This trend has continued to the 
extent that by November 1, 1943 these 
areas had increased to 54.4 per cent of 
the population. While these large metro- 
politan markets increased their popula- 


18 J, Walter Thompson Company, Classification of 
Metropolitan Areas (unpublished). 
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tion in the three years by 2 per cent, the 
rural counties of the nation lost 11 per 
cent of their population. If we succeed 
in maintaining a high level economy, 
these metropolitan markets should main- 
tain and continue to increase their share 
of the population. 

Another factor of importance is the 
more rapid increase in number of fami- 


will be essentially new families with new 
buying habits to form, and with new and 
easily moulded ideas of standards of liv- 
ing or goals of satisfactory achievement. 
This is not a mature nation, but a grow- 
ing nation capable of producing and con- 
suming far more than we realized in the 
prewar days. 

Foreign trade is not mentioned in this 


Tasie IV. Postwar Opportunity For 57 Mitton Joss To Propuce 
200 Bittion Do.tars or Goons AnD SERvIcES* 














Kind of Activity 1940 

Total Civilian Employed 46,000,000 | 100% 
Manufacturing 10,720,000 | 23.3 
Agriculture 10,000,000 | 21.7 
Self-Employed, Finance, Serv- 

ices and Miscellaneous 8,990,000 | 19.5 
Trade—Retail & Wholesale 6,800,000 | 14.8 
Government—Federal & Local 

(excluding Armed Forces) 4,240,000 | 9.2 
Transportation & Public Utili- 

ties 3,080,000 | 6.7 
Contract Construction 1,220,000 | 2. 
Mining 950,000 | 2.1 














Postwar Increase 

1943 Opportunity Over 1943 
§2,710,000 | 100%) 57,000,000 100%| 4,290,000 
17,260,000 | 32.8 | 15,850,000 | 27.8 |—1,410,000 
9,000,000 | 17.1 | 10,000,000 | 17.§ | 1,000,000 
8,130,000 | 15.4 | 10,550,000 | 18.5 2,420,000 
7,110,000 | 13.5 8,400,000 | 14.8 1,290,000 
§,190,000 |} 9.8 5,000,000 | 8.8 — 190,000 
3,710,000 | 7.0] 4,100,000 | 7.2 390,000 
1,380,000 | 2.6 | 2,000,000] 3.5 620,000 
930,000 1.8 I ,100,000 1.9 170,000 














* Based on 1943 average annual earnings in wages and salaries per employee in each industry and estimated 
possible increases over 1940 in consumer postwar demand to supply the market for our proved ability to produce 
200 billion dollars of goods and services with 57 million employed at normal hours of work. 


lies than in population. From 1930 to 
1940, the United States population in- 
creased 7.2 per cent while the number of 
families increased 16.6 per cent." This is 
important to remember in studying pos- 
sibilities for expanding markets since 
the real market for most products can be 
measured by the family rather than on a 
per capita basis. 

By 1950, we probably shall have over 
40 million families in the United States— 
about 5} million more than in 1940. In 
that 10 year period the number of mar- 
riages may be expected to total almost 
155 million. That means that perhaps 15 
million of our 40 million postwar families 


*U. S. Department of Commerce, Statistical Ab- 
stract of The United States, 1942, pp. 2, 44. 


analysis, not because foreign markets 
may not be important in the postwar 
period, but rather to demonstrate that 
our wartime accomplishment in in- 
creased productivity opens sufficient 
opportunities in the domestic market 
alone to absorb the entire production at 
full employment of our people through 
improved standards of living for the 
masses of our population. To the extent 
that we may be called upon to produce 
for the world during a period of rehabili- 
tation, the task of maintaining employ- 
ment during conversion will be eased. 
Furthermore, the maintenance of a high 
level of domestic production and con- 
sumption will make this nation both a 
better market for foreign goods and raw 








126 


THE JOURNAL OF MARKETING 





Tasie V. IncreaseD Consumer Demanp Can App 11,000,000 Postwar Joss OVER 1940 
AND Can Support HiGHER WAGES PER EMPLOYEE 


























1940 Possible Postwar Opportunity 
Postwar 
Increase 
= Total in Average per| 
an _ of Wages Average | Number of | Demand Total Emp loy ee | Number 
pope and per Workers over Wages | Approxi- of 
Salaries* | Employee | (thous.) | zogot and a mate Workers 
(millions) (per Salaries 1943-44 | (thous.) 
cent) Levels 

Total Non-Agricultural $55,026 $1,530 36,000 100% |$110,000 $2,340 47,000 
Self-employed, finance, serv- 

ices and miscellaneous 16,777 1,870 8,990 100 33,500 3,100 10,550 

Manufacturing 15,372 1,434 10,720 125 34,700 2,200 15,850 

Trade—Retail and Wholesale 8,404 1,236 6, 800 80 15,100 1, 800 8 , 400 
Government—Federal & Lo- 

cal excluding Armed Forces 6,300 1,400 4,240 40 g ,000 1,800 5,000 
Transportation and Public 

Utilities 5,167 1,680 3,080 100 10,300 2,500 4,100 

Contract Construction 1,674 1,369 1,220 200 5,000 2,500 2,000 

Mining 1,332 1,396 950 80 2,400 2,200 1,100 

Agricultural Employed — — 10,000 -- — 10,000 

Total Civilian Employed — _ 46,000 — —- — 57,000 

















* Includes income of non-agricultural self-employed. 


t Based on indicated consumer demand possible with a median family income of $50 per week instead of the 
prewar $25 per week if justified by full employment and maintenance of proved present levels of productivity 


per employed civilian. 


materials and in a better position to 
compete for foreign markets. Obviously 
trade must be both ways or we cannot 
secure payment for our exports. 

A major postwar problem will be that 
of finding domestic markets to absorb 
our production and keep our workers 
employed at their proved capacity and 
ability to produce. It is this apparent 
outstripping of consumption by our pro- 
ductive ability, and the belief that con- 
sumption cannot be increased rapidly 
enough to catch up, that cause the 
gloomy views expressed by such well 
known economists as Julius Hirsch. 

Few among those in top management 
have realized the basic significance of 
this rapid increase in our productive 


% Barron’s July 19, 1943; July 26, 1943; July 31, 
1944; September 4, 1944. 


ability and the fundamental part that 
advertising and selling must play in ex- 
panding consumption again to match 
productive ability. So many in top man- 
agement have reached their positions 
through the production or financial side 
that it will be difficult to adjust their 
sights to the increased importance of 
cultivating consumer demand, of tack- 
ling the advertising, selling, and distribu- 
tion problems with the same experience 
and ingenuity that they were accustomed 
to apply to production problems. 

It goes almost without saying that to 
bring about the desired increase in con- 
sumption we must have a favorable atti- 
tude on the nart of government, labor, 
agriculture, educational leaders, and the 
press toward allowing rather than hin- 
dering a high level of production and 
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consumption. That may mean revision 
of the tax structure to encourage individ- 
ual initiative and venture capital. It 
may mean expansion of measures lead- 
ing to increased security and better 


leading to increased productivity per 
man is the key to higher wages and lower 
costs of goods. 

It certainly means that from top to 
bottom we must discard the philosophy 


TasBie VI. Rerart TRADE Opportunity IN A 200 BiLt1on Do._itar Economy* 


Total National Product 
(All Goods & Services) 


Total Sales to Consumers 
(Goods & Services) 


Total Retail Trade 
(69% of total consumer goods & services) 


Total Wages & Salaries 
Per Cent of Retail Sales 
Total Employees 


Average Annual Wage 


1940 Postwar 
Opportunity 


$97 , 000,000 ,000 $200 ,000 ,000 ,000 


65 , 700 ,000 ,000 145 ,000,°00 ,000 


45,694 ,000,000 100 ,000 ,000 ,000 


§,505,000,000 10,000 ,000 ,OOO 
12 10 


5,140,000 6,300,000 


$1,071 ($20.60 per week) $1,590 ($30.60 per week) 


* The increase of 1,160,000 in the number employed would represent less than one additional employee each for 
the 1,330,400 retail firms existing in 1943. The increased sales per employee would justify about a 50 per cent in- 
crease in annual wages per employee, while allowing an increase in the margin of profit resulting from a decreased 


cost of labor per dollar of sales. 


working conditions so as to improve still 
further the productive ability of the 
workers. 

It may mean increased recognition of 
labor by management and greater shar- 
ing by labor in the rewards of increased 
efficiency. It may mean credit and finan- 
cial changes to make small business eas- 
ier to establish. It may mean further 
recognition by labor that any means 


that we have reached a point beyond 
which there are no new frontiers, and 
that existing wealth and work must 
therefore be divided, with a resultant 
general lowering of standards. We must 
recognize instead that there still exists 
almost unlimited opportunity for expan- 
sion of our wealth, with consequent 
higher standards of living for the great 
mass of our population. 








SOME FUNDAMENTAL OBJECTIONS TO 
MANDATORY A B C GRADES 


G. B. HOTCHKISS 
New York University 


Epiror’s Note: The author raises five questions as 
fundamental in the grade-labeling controversy. 


HE OBJECTIONS to mandatory A B 

C grade labeling of consumer goods 
are so diversified and come from so many 
different sources that it is doubtful 
whether any one person can summarize 
them adequately. Certainly we can 
scarcely expect an adequate summary 
from writers who state the arguments 
against A B C grade labeling in order to 
refute them. A recent article in the 
JOURNAL OF MARKETING! omitted or 
slighted some of the most fundamental 
objections. It is the purpose of this ar- 
ticle to supplement that discussion by 
offering some of these objections from 
the viewpoint of a writer who believes 
the objections are valid. 

In judging proposed changes in mar- 
keting methods most teachers of mar- 
keting regard the effects on consumers 
as of prime importance.? Nevertheless, 
the effect on producers and middlemen 
cannot be ignored entirely. Indeed, it has 
become increasingly apparent in the 
past two years that measures which im- 
pose intolerable burdens upon producers 
and middlemen may react to the detri- 
ment of the consuming public for whose 
benefit the measures were intended. 

To the superficial observer it may 
seem that the addition of official sym- 
bols signifying quality involves no radi- 


1 Jessie V. Coles and H. E. Erdman, “Some Aspects 
of the Arguments Against Grade Labeling,” yournaL 
OF MARKETING, January, 1945. 

2 See Louis Bader and G. B. Hotchkiss, “Attitudes of 
Teachers of Marketing Toward Consumer Grade 
Labeling,” JouURNAL OF MARKETING, January, 1942. 
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cal change in either the production or the 
distribution of merchandise. Yet the 
changes resulting directly or indirectly 
from this apparently simple addition are 
likely to be as complex and far-reaching 
as those brought about by the official 
regulation of prices. 

Some of the changes can be clearly 
foreseen by examining the past history 
of official quality regulation; others can 
only be surmised. Some typical accom- 
paniments of quality regulation, for ex- 
ample, have been the suppression of in- 
novations, the prescription of specific 
rules for methods of manufacture and 
sale, and the enactment of sumptuary 
legislation to force the consumption of 
goods that the regulatory powers ap- 
proved but that failed to meet with 
popular favor. Regulation of quality, 
especially in the form of multiple grades, 
has usually proved more difficult of ad- 
ministration and enforcement than regu- 
lation of price. The individual trade 
mark, when subordinated to an official 
seal or mark of quality, frequently 
tended to serve only the negative func- 
tion of tracing “false” goods to their 
source. 

Here are some fundamental questions 
that should be answered before A B C 
grades are made mandatory for canned 
fruits and vegetables, for hosiery and 
other articles of clothing, or for any other 
consumption goods: 

1. Is it in the public interest that the 
governmeni (federal, state, or mu- 
nicipal) should assume the function 
of judging the relative degrees of 
goodness of marketable wares pro- 
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duced by some citizens and con- 
sumed by others? 

. Is the A B C method of dividing 
products of the same general type 
into three classes by a point system 
of scoring composite factors a scien- 
tific form of grading? 

. Will the use of mandatory A B C 
grades help or hinder the process of 
balancing supply and demand? 

. Will mandatory A B C grades help 
or hinder the improvement of prod- 
ucts? 

. Can mandatory A BC grades be 
justly and efficiently enforced? 


THE Pustic INTEREST 


The public should have the right to 
decide what is in the public interest. 
Coles and Erdman say, ‘“‘Frankly we do 
not know whether consumers want grade 
labeling; neither do its opponents.” I 
agree that opinion surveys do not fur- 
nish conclusive evidence of their prefer- 
ences. Their actions give a more reliable 
indication of their wants. Some consum- 
ers do prefer grade labeled goods, as 
they show by purchasing them. For 
more than ten years they have had this 
option, in the form of voluntarily grade- 
labeled canned goods offered by large re- 
tail chains and other owners of private 
brands. More recently, canneries that 
have adopted the A.M.S. continuous 
inspection service have been able to of- 
fer cans labeled U. S. Grade A (or B or 
C), a more certain indication that the 
contents meet the standards set up by 
the Department of Agriculture for these 
grades. Although the use of such grades, 
is growing, the rate of growth has not 
been rapid. Since people are continually 
exchanging opinions and advice about 
purchases, it seems reasonable to con- 
clude that the grade labels have not been 
popularly regarded as of appreciable help 
in enabling consumers to get “their 
money’s worth.” 


Even in chain stores and co-ops that 
promote the sale of their own lines of 
grade labeled goods, many customers 
choose famous national brands, regard- 
less of the chain’s assertion that “Our 
brand is Grade A, than which there is no 
finer.” The public’s willingness to con- 
tinue buying a manufacturer’s trade- 
marked article is the measure of his good- 
will, built up over a period of years by 
giving the public its money’s worth. 

If and when the majority of the public 
become unwilling to trust their dealers 
and the manufacturers to give them 
honest values without an official grade 
symbol, there will no longer be a case to 
argue. All manufacturers and merchants 
will have to comply, or cease to be manu- 
facturers and merchants. In the mean- 
time, the safest way to find out whether 
the public wants grade-labeled goods 
to leave them the option of buying goods 
that are not grade-labeled. 

The comparatively slow progress in 
public demand for grade-labeled goods is 
sometimes ascribed to the lack of public 
understanding of grade labeling. This 
may be true, However, the propaganda 
for it has been abundant. Unfortunately 
the claims made for it have been some- 
what excessive. Thus, a high executive of 
a co-operative organization asserted that 
the grades enabled the consumer to 
know precisely the quality she is getting. 
A consumer has twice written to him 
asking his justification for this word. 
Specifically, he was asked precisely what 
the consumer gets when she buys his 
Grade B peaches, and whether she would 
get the precise equivalent if she bought 
Grade B peaches at another store. 

These letters were never answered. 
They would have needed a rather lengthy 
reply, which might have run somewhat 
as follows: 

Dear Madam: 

When I used the term precisely I did not 

mean what would have been meant by 





130 





THE JOURNAL OF MARKETING 








a manufacturer of precision instruments 
or an engineer or other scientist. 


In the American Machinist for January, 
1944, is an advertisement by a manufac- 
turer of gage blocks. He makes a set that 
is accurate to eight millionths of an inch 
(.000008). You might call that precise. 
But he calls it Grade B. His Grade A 
sets of blocks are accurate to four mil- 
lionths of an inch (.000004). Many 
other physical factors besides size can 
now be measured with similar precision. 
Quality in consumer goods cannot be 
measured so precisely. In fact, what we 
speak of as quality is really a composite 
of factors or characteristics, some of 
which are not measurable by objective 
tests and hence depend on subjective 
judgment. Those factors which can be 
measured or judged with reasonable ac- 
curacy by trained experts are included 
in a scoring scale of 100 points. 


When you buy our Grade B peaches, 
you know that an inspector has tested a 
sufficient number of sample cans to de- 
cide that they score between 75 and 89 
points; in other words, at least one point 
lower than Grade A, and at least one 
point higher than Grade C. The Grade 
B peaches at some other store have also 
been scored between 75 and 89. From 
the viewpoint of a banker considering 
the possibility of a loan, the two Grade 
B cans are equivalent in value. From 
the viewpoint of the housewife they may 
not be equivalent, for three reasons. 


First, they may not have received the 
same numerical score, since the range or 
tolerance within the Grade is 14 points, 
or more than one-third of the entire 
scoring range above the Grade C mini- 
mum. Second, the score may represent 
a different combination of scoring fac- 
tors. Third, they may differ in flavor or 
some other non-scoring factor. 


The safest way to get the equivalent of 
our Grade B peaches is to continue buy- 
ing from us. We try to maintain uni- 
formity by depending regularly on relia- 


ble canners instead of contracting each 
year with the lowest bidder who can 
make the grade. 
Very truly yours, 
The Blank Cooperative Association. 


If the writer of this supposititious let- 
ter had bought only from canners who 
use the A.M.S. continuous inspection 
service and are therefore entitled to use 
the designation U. S. Grade A, Grade B, 
and Grade C on their pack, he would 
doubtless have indicated that his grade 
designation had much greater reliability 
than those of retail organizations that 
buy from other canners. However, he 
would have had to admit that for canned 
cherries and some other canned fruits 
and vegetables there is no U. S. Grade 
B—a significant omission. For it is obvi- 
ously impossible to raise any crop of 
vegetables or fruit for canning that pro- 
vides the raw material for Grade A and 
for Grade C, without having a substan- 
tial proportion that should logically be 
packed as Grade B. 

From other evidence it appears that 
in normal times Grade B presents a dif- 
ficult marketing problem. The published 
figures of A&P for sales of grade-labeled 
canned goods a few years ago showed 
that little more than one per cent were 
of Grade B. A careful housewife might 
buy the cheapest, Grade C, knowing that 
it met the requirements of the Food and 
Drug Administration for wholesome 
food. She might buy Grade A, knowing 
it was the best this retailer offered. But 
the in-between Grade B has little appeal. 
What sort of education could develop 
adequate demand for this shadowy step- 
child of the A B C system? 

Few will dispute the right of any gov- 
ernment to protect its subjects from 
harmful products, even though the sub- 
jects may be willing to purchase them. 
But to classify products above that level 
into three groups as Good, Better, Best, 
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or C, B, and A, is a wholly different mat- 
ter. Certainly governments have done it. 
In Elizabethan days, spices were graded 
Bon, Mel, Opt, from the Latin words for 
good, better, and best. The fact that the 
administration of the grades was incom- 
petent and corrupt was probably not the 
only reason for the abandonment of the 
system. In such matters the public wel- 
comes advice but resents compulsion. 

Moreover, with most consumer goods 
the question which is dest depends on the 
purposes and conditions of use. Even 
with staple articles of food and dress, 
these purposes and conditions are not 
the same for all consumers. Experts in 
standardization warn us that there is 
seldom a best in general; there is merely 
a best for a particular purpose. Referring 
to the 136 numbered steels in the SAE 
Handbook, Iler J. Fairchild, Chief, Divi- 
sion of Trade Standards, National Bur- 
eau of Standards, says: “The ideal de- 
pends upon the use or purpose, and 
until the use is known it is impracticable 
to arrange them in the order of the 
ideal.” 

A descriptive label that states the im- 
portant specific characteristics which 
enter into the housewife’s choice for vari- 
ous purposes is more likely to be helpful 
than one that buries these factors in one 
all-inclusive symbol indicating good, 
better, or best. Such characteristics ‘as 
durability, sheerness, and launderability 
in textiles, or size, color, maturity, and 
flavor in foods, have differing degrees of 
importance depending upon the con- 
sumer’s purposes. 


Tue A BC MeEtuHop 


Much has been made of the alleged 
advantage of the symbols A, B, and C 


® The Grade Terminology Problem. (Washington: U.S. 
Department of Commerce, National Bureau of Stand- 
ards, Miscellaneous Publication M 173, March 7, 
1944). 


in place of the former commercial grades, 
Fancy, Choice, and Standard. However, 
these terms are still used in Canada, 
which is sometimes pointed to as a suc- 
cessful user of mandatory A B C grading. 

Unquestionably, Standard, Choice, 
and Fancy are broad terms, susceptible 
of misinterpretation. The terms need to 
be broad to cover the many variations 
that are possible within each grade. The 
symbols A, B, and C suggest a simplicity 
and definiteness that does not in fact 
exist. Each of them must still cover a 
broad range of products that may differ 
widely in their characteristics. The com- 
plexity of the grading problem is not 
made as simple as A B C by using these 
symbols. 

Leading experts on standards are not 
unanimously in favor of A B C grade 
designations, for many reasons.‘ As Iler 
J. Fairchild comments: 


Some consumer groups advocate an A B C 
system for everything. While it might be pos- 
sible to fit some of these grading systems into 
a few pigeonholes represented by letters, if 
one visualizes the 284 grades of tobacco, the 
321 kinematic viscosity numbers, the 136 
SAE steels, the many grades of beef, coal, 
pork, and so on down the list, he will doubt- 
less admit that the job of telling the tech- 
nicians and the leaders of these industries 
how to make a change is not easy.5 


Using the first letter of the alphabet 
to designate the highest quality now 
recognized has the disadvantage that no 
prior letter is available to designate a 
still higher quality when this becomes 
possible. To rule that what was formerly 
Grade A is now only Grade B, and to re- 
label goods already on the market, would 
cause too much difficulty and confusion. 
Hence the new higher quality has to have 
a new symbol, and in doing so depart 
from the A B C system of indicating pre- 


4 See The Grade Terminology Problem, op. cit. 
5 Ibid. 
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cedence. This has already happened. 
Long ago Ai meant the highest grade of 
plated silverware. Aboveit nowareseveral 
grades, indicated byA1+,AA,XX,XXX, 
XX XX. Grade A eggs are no longer tops; 
AA has been adopted. While it is unlikely 
that improvement of canned fruits and 
vegetables will be as rapid in the future 
as it has been in the past twenty years, 
some products will certainly permit 
higher standards than are now in force. 
Some canners already exceed the mini- 
mum for Grade A by a wide margin. 

The method of arriving at a letter 
grade by means of a numerical score is 
open to serious objections. Factors of 
importance to the consumer may have 
been omitted. Some advocates of grade 
labeling, for example, think that nutri- 
tional value might well be included. The 
weights assigned to the various factors 
may not represent their relative impor- 
tance to the average consumer. The scor- 
ing, which depends in part on human 
judgment, may not be sufficiently ac- 
curate. 

Here it should be noted that the dif- 
ficulty of deciding between 89 and go is 
as great as between any other two con- 
tiguous scores. If the decision is for 89, 
the pack is Grade B and the fact that it 
is a very high B does not help the can- 
ner. If the decision is for go, it is barely 
Grade A, and depreciates the value of 
the packs that scored much higher but 
are still only Grade A. After the adoption 
of mandatory grading there will be many 
decisions to be made on the borderlines 
between grades, for here only can the 
canner obtain a premium for the extra 
costs involved in improving his pack. 

Some canners may try to make a 
higher grade. But the height of the score 
that can be reached is limited by the raw 
material. If 90 is out of reach, he may not 
care to undertake any costs beyond 
those needed to be safely above the line 
at 75 or 60. Thus, these minimum levels 


for grades are a greater incentive to de- 
grading than to up-grading. 

For an analogy let us suppose that 
high-jumpers are classified as A, B, and 
C. Class A can clear a bar 6 feet high; 
Class B can clear a bar 5 feet high; Class 
C can clear a bar 4 feet high. Only three 
bars are provided. A small man cannot 
by any amount of exertion clear the 6 
foot bar. Perhaps he could reach 5 feet 6 
or 5 feet 8, but if there is no extra reward 
for the extra inches, is he likely to make 
the extra effort to do more than clear the 
5 foot bar? 


A BC Grapes LESSEN THE INCENTIVE 
FOR IMPROVEMENT 


Under the present system a vendor 
may suffer penalty if he sells an article 
that falls below a certain minimum 
standard. Above that level he is moti- 
vated by the hope of reward for superior 
achievement. Whether manufacturer, 
wholesaler, or retailer, he competes for 
the favor of the public by his offerings of 
goods and services. He identifies his 
product by his name or brand, and thus 
accepts the responsibility for maintain- 
ing (and, if possible, improving) its qual- 
ity. Consumers who are dissatisfied with 
his offerings can avoid his brand there- 
after. Those who are satisfied will come 
back for more. His chief reward is in the 
form of monetary profit, but often he 
also takes pride in his achievement and 
his reputation. 

When Dorothy Doe writes her signa- 
ture on the labels of the homemade jam 
she is preparing for the market she is tell- 
ing the world of her authorship and 
sponsorship. If she dreams that some day 
the DoDo brand she sponsors will be na- 
tionally famous and bring her a tidy in- 
come, she has a sound precedent in the 
history of several great American busi- 
nesses that began in just as small a way. 
The difference between her jam and oth- 
ers may be extremely small, but to her at 
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least it is a significant difference, and if it 
proves significant to consumers they will 
reward her. 

To the critic, it may seem that some 
brand sponsors have been rewarded be- 
yond their deserts. If so, it was by the 
verdict of the public. The existence of a 
few who fail to keep faith is hardly 
enough to justify an attitude of sus- 
picion toward all. The establishment of 
a series of quality “floors,” to be policed 
as the minimum standard is now policed, 
lessens the incentive that has been 
largely responsible for the great improve- 
ment in canned goods and many other 
products during the past half-century. 


The solution proposed by the London 
Grocers in 1593 that the grade symbol on 
spices should be accompanied by the 
name of the grader was logically sound. 
It would have placed the responsibility 
where it belonged. However, this method 
is obviously impracticable for the thou- 
sands of inspectors that would be re- 
quired for national enforcement of man- 
datory A BC grades. A more likely prece- 
dent would be France’s method of speci- 
fying and supervising the processes of 
manufacture. 


Manpatory A B C Grapes Wou.tp 
DistuRB THE DIsSTRIBUTIVE SYSTEM 


The general public has only a vague 

















or Manpatory A BC Grapes are DirrFi- idea of the complexity of our distributive 
le CULT TO ENFORCE system, or of its delicate balance. Imper- 
“ When the Government undertakes the fect though it may be, it has normally 
val task of determining the grade of a prod- functioned adequately in balancing sup- 
wa uct and marking it with the grade sym- Ply and demand, largely because of the 
he bol, it also assumes the responsibility of teasonably free play of competition. 
~ guaranteeing its validity. This has al- Lately we have seen how easily it can be 
of ways proved difficult, as may be seen by thrown out of gear by wartime inter- 
11S studying the history of quality regula- ferences, necessary as these were. The 
- tion in England and France. A large adoption of mandatory A B C grading 
in- force of inspectors, however carefully Would involve further disturbances and 
al- selected and trained, is likely to contain eadjustments. 

th a few members who are less honest or In so far as the public actually used 
al competent than the majority, and whose the grades as buying guides, demand 
ne faulty rulings taint the whole system. would be stratified in three levels. The 
he At best, variations occur in the scoring Proportion of demand in each level might 
he by honest and competent persons. As ©F might not correspond with the propor- 





Paul M. Williams, Senior Marketing 
Specialist, Agricultural Marketing Serv- 
ice, admitted in 1941: 


We all recognize the fact that there is no 
grading service possible without some factor 
of variation, as between two graders or be- 
tween the successive measurements made on 
the same commodity by the same grader. 
For this reason we must provide some range 


or “tolerance” in the quality in all stand- 
ards.® 


_ © Speech of Paul M. Williams, quoted in Grade Ladel- 
ing and the Consumer (New York: National Publishers 
Association, 1945). 


tion of supplies that could be produced 
economically. In canned goods, if the 
demand for Grade B continued to be 
disproportionately small, vigorous sales 
efforts would be required to dispose of 
this unwanted part of the pack, perhaps 
with such undesirable devices as tie-in 
sales to the retailer. In bad crop years, 
growers in sections of the country that 
encountered unfavorable conditions 
might be unable to furnish their cus- 
tomary quota of the raw material suita- 
ble for the higher grades. 

Consumers, of course, can be com- 
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pelled to accept something else, when 
their first choice is not available. They 
can probably be educated to want Grade 
B, particularly if the price differential is 
attractive enough. But she most likely 
outcome of mandatory A B C labeling is 
that history would eventually repeat it- 
self and the official grades would be dis- 
regarded because found to be less reliable 
guides than the trade-marks sponsored 
by trustworthy business houses. 

In the meantime, some of the elements 
in the distributive system would feel the 
effects, either favorably or adversely. 
Large-scale distributors, such as chains, 
mail-order houses, and department 
stores, usually have their own private 
brands. Justly or unjustly, these seldom 
have the prestige of the leading national 
brands or wholesaler’s brands. Their 
competitive claim, ‘“‘Just as good,” 
would be strengthened if mandatory 
grading awarded them the same A Grade 
symbol as the famous national brand. 

Conversely, the famous brand would 
be handicapped somewhat by being put 
in the same grade classification as a chain 
store brand that has been selling at a 
considerably lower price. Private busi- 
ness does not like to dispute the govern- 
ment, and if Uncle Sam (or his employee) 
says both products are Grade A, the na- 
tional brander might find difficulty in 
publicizing the claims of superiority that 
would justify the higher price he charges. 
This despite the fact that his product 
may score consistently higher than the 
other, and may have plus values that do 
not enter the scoring, or are too intangi- 
ble for scoring. 

The destiny of the small, independent 
dealer is closely linked with that of the 
national brands and wholesale brands. 
His prices average higher than those of 
the large-scale distributors, as is justifia- 


ble on the ground of superior quality and 
service. Part of this ground is taken out 
from under his feet by A B C grade label- 
ing. Moreover, it is possible that some 
items he has sold to his customers as be- 
ing of highest quality would be officially 
graded B or C. Even though these cus- 
tomers may have been fully satisfied 
with the purchases, an adverse official 
verdict would hurt his reputation as an 
advisor. 

No system can be devised that will re- 
lieve consumers of the necessity of trust- 
ing some human agency. In their search 
for their money’s worth they now have a 
wide option. They can trust their neigh- 
borhood dealer. They can trust the large- 
scale distributor. They can trust the 
manufacturer or wholesaler who sponsors 
a trade-marked product. They can trust 
a consumer’s advisory service that rec- 
ommends best buys. They can trust the 
government bureau that establishes, 
grades, and the employees who do the 
grading. 

Mandatory A B C grading seems to 
imply that only the last-named group 
are worthy of being trusted. Yet its ad- 
vocates wonder why honest business en- 
terprisers, men who have no desire to 
deceive, regard the plan as a threat to 
free enterprise and resent the attempt to 
impose it. 

Opposition to having their products 
officially graded does not imply the wish 
to deceive, any more than opposition to 
official censorship implies the wish to ut- 
ter falsehoods. Business men may not be 
sufficiently familiar with economic his- 
tory to know that state regulation of 
quality was an important element in the 
now discredited economic system known 
as mercantilism, but they can plainly see 
that its authoritarian philosophy is anti- 
thetical to free enterprise. 














Epitor’s Note: This is the second of a series of three 
articles on wartime use of measures short of rationing in 
the attempt to secure equitable distribution. The first ap- 
peared in the Fuly issue of the JOURNAL. 


OARDING is one of the earliest mani- 
festations of impending scarcity. It 
starts when the earliest rumors begin to 
circulate that there is likely not to be 
enough of a commodity to go around. It 
may be precipitated by the earliest dif- 
ficulties or delays experienced by buyers 
in obtaining the article; it may be started 
by the mere intimation that such difficul- 
ties or delays are likely to occur. 
The term hoarding is usually applied 
only to the practice of the ultimate con- 








» to 
on sumer in buying more of a potentially 
re | scarce article than he expects to use cur- 
ie rently. He stores or hoards the surplus as 
na a provision for the future. Probably there 
| is hardly a household in the land in 
: to 
ti which excess buying has not occurred to 
some extent during the past three or four 
ae years. If the practice of hoarding a com- 
‘igh modity becomes sufficiently widespread 
“ and the public hysteria which gives rise 
at to it becomes sufficien tly violent, ration- 
_" ing may become necessary even though 
his. the supply is ample to satisfy all reason- 
a able needs. ate ii 
i But the practice of hoarding in antici- 
pana pation of scarcity is not confined to ulti- 
| mate consumers. Merchants also are 
see : 
hor guilty of it. As supply shrinks, they cease 


1 One very meticulous and patriotic official of the War 
Production Board, given to inveighing bitterly against 
all hoarding, was found to have a three years’ stock of 
razor blades and enough pipe cleaners to last two years. 





WARTIME ADVENTURES IN EQUITABLE DIS- 
TRIBUTION SHORT OF RATIONING: 
CONTROL OF MERCHANTS’ 
INVENTORIES 


R. S. ALEXANDER 


Columbia University 


to be turnover-minded and become in- 
ventory-minded. They endeavor to buy 
and stock the largest quantities they can 
secure and finance of every article that is 
scarce or threatening to become scarce. 
Each merchant does this in the hope that 
he will have a stock of the article remain- 
ing after those of his rivals are gone. By 
selling it under these conditions, he ex- 
pects to be able to attract patronage 
from his less fortunate competitors. 

Not all merchants are equally able to 
hoard. Only the strong and well-financed 
ones who can draw on ready reserves of 
cash or credit are able to buy goods and 
stock them for long periods of time. The 
hoarding merchant must also be in a 
strong bargaining position. As scarcity 
threatens and then becomes more acute, 
suppliers lose the keen edge of their de- 
sire to sell and tend to withhold mer- 
chandise so that they can care for the 
needs of all their customers. However, 
this reluctance is not always proof 
against the persuasion of the strong, well- 
financed buyer who offers to pay spot 
cash or who has been a profitable cus- 
tomer, purchasing in large quantities, 
and who may be expected to continue as 
such. 


INCIDENTAL INVENTORY CONTROLS 


In Priorities Regulation Number 1, 
the basic document governing the opera- 
tion of the priorities system, the War 
Production Board recognized the serious 
nature of the hoarding tendencies of 
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merchants and manufacturers. The regu- 
lation provided that: 


Unless specifically authorized by the 
War Production Board, no person shall 
knowingly make delivery of any mate- 
rial whatever and no person shall accept 
delivery thereof if the inventory of such 
material of the person accepting deliv- 
ery, in the same or other forms, is, or will 
by virtue of such acceptance become, in 
excess of the practicable minimum 
working inventory reasonably neces- 
sary to meet deliveries of the products 
of the person accepting delivery, on the 
basis of his current method and rate of 
operation.... The term “practicable 
minimum working inventory” is to be 
strictly construed. The mere fact that 
the rate of turnover has increased or 
that materials are difficult to obtain 
does not justify maintaining inventories 
above the minimum with which opera- 
tions can be continued. 


This regulation was obviously in- 
tended primarily to govern the opera- 
tions of manufacturing plants in buying 
the materials they used, and only inci- 
dentally to affect the activities of mer- 
chants. The term “practicable minimum 
working inventory” is so beautifully in- 
definite that no really satisfactory way 
has ever been found to interpret it in 
practice and to make the restriction 
really effective when applied to the stock 
of wholesalers and retailers. Moreover, 
the branches of the Board assigned to 
administer this regulation were preoccu- 
pied with the control of the operations of 
manufacturers and they made no serious 
effort to apply it to the business of mer- 
chants handling consumers’ goods. So 
far as such goods were concerned, the 
provision was a dead letter from the be- 
ginning. 

Provisions controlling the stocks of 
distributors were included in several 
product or industry orders. Limitation 
Order L-263 specified that “No distribu- 
tor shall order or accept delivery of any 


type of match if the total quantity of 
such type of match then owned by him 
or then in his possession exceeds 30-days 
supply.” It further provided that no dis- 
tributor may order an amount which will 
increase his inventory to more than a 45- 
day stock, although he may order and 
accept enough to constitute a minimum 
carload. 

Order M-137, applying to mainly 
manufacturers of cotton textile products 
specified that “No person shall accept 
delivery of any cotton textiles if his ag- 
gregate inventory exceeds or would then 
exceed the lesser of (1) a practicable 
minimum working inventory, or (2) his 
requirements for go days.” This order 
had very little effect upon the operations 
of merchants. 

Limitation Order L-158 restricted dis- 
tributors’ inventories of new automotive 
replacement parts to a 60-day supply in 
the Eastern and Central time zones and 
a go-day supply in other time zones. 
Limitation Order L-290 limited the pur- 
chases of all buyers of restricted western 
lumber to enough to increase their inven- 
tories to not more than a go-day supply. 

All of these orders dealt chiefly with 
the operations of manufacturers and 
their administration affected the activi- 
ties of merchants very little. They con- 
stituted an attack on only a small corner 
of the problem of controlling the inven- 
tories of wholesalers and retailers. 

Early in the development of our war 
effort, it became clear that something 
should be done to promote the equitable 
distribution of industrial supplies and 
small tools which are handled largely by 
distributors and many of which are also 
bought extensively by consumers. Cer- 
tain merchants were accumulating ex- 
cessive stocks of these items. It was vital 
to the war effort that these goods be dis- 
tributed equitably among the various 
industrial areas and types of buyers. Be- 
cause of the important role played by 
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industrial distributors and wholesalers 
of such supplies and tools in serving in- 
dustry, it was necessary that steps be 
taken to promote the equitable distribu- 
tion of the available stock among them. 
After much consideration, Limitation 
Order L-63 was approved December 29, 
1942, for this purpose. 


Provisions OF ORDER L-63 


Order L-63 was intended to control in- 
ventories of industrial supplies held by 
direct-buying distributors at wholesale 
and retail. The order named 17 classes of 
such supplies to which its provisions ap- 
plied. Due to the fact that many of these 
industrial goods were also sold exten- 
sively to ultimate consumers through 
retail stores, this order exercised a sig- 
nificant influence in promoting equitable 
distribution in the civilian economy as 
well as among producers of war mate- 
rials. 

The application of L-63 was confined 
to distributors who bought direct from 
the manufacturer. This limitation was 
initially placed upon its scope because 
those who prepared the order thought 
they were dealing with only industrial 
supplies and did not understand the ex- 
tent to which large numbers of such 
items overlapped the industrial goods 
and consumers’ goods classifications. It 
was allowed to remain because of the 
practical impossibility of enforcing the 
provisions of the order against thousands 
of small retailers who bought from whole- 
salers without priorities and could not, 
therefore, be disciplined by the refusal 
of ratings as could the direct-buying 
merchants. As voluntary allocation 
schemes became prevalent in the whole- 
sale trades, the need for applying the 
controls of the order at the small-retailer 
level was less urgent since the whole- 
salers were achieving a measure of equi- 
table distribution through their allotment 
systems, 


Order L-63 established “maximum 
permissible inventories” of industrial 
supplies which each distributor might 
have—in the Mountain and Pacific time 
zones, an amount equal to the cost value 
of the goods sold during the preceding 
four months, and in the remainder of the 
country, an amount equal to the cost 
value of the goods sold during the pre- 
ceding three months. Originally the limit 
was three months’ stock in the western 
part of the country and two months’ in- 
ventory elsewhere. It was liberalized 
after the initial tendency of distributors 
to hoard was checked and after the diffi- 
culties of achieving a six-time annual 
turnover rate on every item of an es- 
sentially slow-moving stock began to be 
appreciated. 

Distributors were prohibited from 
receiving shipments that would cause 
their inventories to exceed the amounts 
specified and suppliers were forbidden 
knowingly to make such shipments. Ex- 
ceptions were granted to allow necessary 
variations in the stocks of seasonal lines, 
to permit purchase of the quantities 
required in the minimum orders in which 
goods were commercially shipped, and to 
provide for the immediate replenishment 
of a jobber’s stock of a single item which 
was unexpectedly drained by a sudden 
emergency demand. 

Each distributor was required to keep 
records showing his total net monthly 
sales of supplies and his total inventories 
of them at the end of each month. This 
record was to be kept on Form PD-336, 
later WPB-825, which he prepared and 
held in his files subject to examination 
by any authorized representative of the 
War Production Board. 

During the early stages of the ad- 
ministration of the order, frequent spot 
checks were made of the records and 
stocks of selected distributors. Gradually 
this practice died out as more and more 
of the items involved became procurable 
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only on priority ratings. After about the 
middle of 1943, the chief device by which 
Order L-63 was enforced was the proces- 
sing of Form WPB-547, old PD-IX, 
upon which direct-buying distributors 
applied for ratings to aid them in procur- 
ing merchandise. The amount of goods 
for which an applicant was rated upon 
this form was no more than enough to 
increase his inventory to the maximum 
allowed under the order. 

To a very considerable extent, com- 
pliance with Order L-63 was voluntary. 
Only a small fraction of the distributors 
subject to it ever had their records 
checked. Until the available supply of 
the articles controlled became so scarce 
that they could be bought only on 
priority ratings, the moral threat was the 
chief tool of enforcement. 

Although L-63 was couched in general 
terms so that the “maximum permissible 
inventory” applied to a distributor’s 
entire stock of all supplies listed, in 
actual practice, after priority ratings 
became the chief method of enforce- 
ment, the restriction was applied to 
specific items. This was because each 
application for a priority rating referred 
to a specific item or small group of items, 
and the amount of the rating granted 
was based upon the distributor’s stock 
of the item or items requested. 

Order L-63 had the advantage of being 
simple. Every merchant affected by it 
had, or should have had, the records 
from which the amount of his permissible 
inventory could be computed readily. 
The computing process was a simple 
matter of addition and multiplication. 
The idea of the order—a 60, 90, or 120 
days’ supply—was one which merchants 
have been accustomed to use in planning 
their inventory operations. 

This order also had the support of the 
priority rating system in its enforce- 
ment. Throughout most of its life the 
distributors governed by the order had 


to apply to the War Production Board 
for ratings to help them replenish their 
stocks of most of the articles to which it 
applied. The Administrator of the order 
was also chief of the branch of the Board 
which processed the distributors’ rating 
form, W.P.B. 547, and by basing the 
amount of an applicant’s rating upon the 
amount of his stock, this official was able 
to achieve a high degree of automatic 
compliance. 

On the other hand, the order was ap- 
plicable only within a limited sphere. It 
might be expected to work well only 
when used to control the stocks of 
merchants specializing in one or a few 
lines of merchandise. It would hardly 
have been effective if applied simulta- 
neously to the highly varied business of 
department stores and to the more 
specialized operations of their limited- 
line competitors. Nor was it well adapted 
to the control of distributors of highly 
seasonal lines of merchandise. 


BACKGROUND OF INVENTORY LIMITA- 
TION ORDER L-219 


During the winter of 1941-1942 and 
the following spring, there were per- 
sistent rumors, supported by fragmen- 
tary evidence, that many merchants not 
controlled by Order L-63 were hoarding 
consumers’ goods on a large scale. A 
minor official in one of the war agencies, 
impressed by the importance of this 
development, prepared unofficially a 
proposed regulation designed to curb 
these activities.2 Unfortunately, this 
plan was made public before it had been 
considered officially. The resulting furore 
led Mr. Nelson to assign to the Office of 
Civilian Supply (later, the Office of 
Civilian Requirements) the task of in- 
vestigating the subject and recommend- 


2 This was the ill-fated Muma Plan which caused so 
much controversy throughout the retailing and whole- 
saling trades and brought unmerited embarrassment to 
its author. 
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ing such action as seemed necessary. The 
work was placed under the general direc- 
tion of a committee composed of Dr. 
E. V. W. Read, Chief of the Wholesale 
and Retail Policy Section, Chairman, 
Irwin D. Wolf of Kauffman’s, Pittsburgh, 
and John Donaldson of Butler Brothers, 
Chicago. During the summer and fall of 
1942, this committee, assisted by mem- 
bers of the staff of the Office of Civilian 
Supply, studied the behavior of mercan- 
tile inventories. This study disclosed the 
following facts. 

1. The stock-shipment ratios (stocks 
divided by shipments) of manufacturers 
were declining and had been doing so 
consistently since July, 1940. 

2. There was no convincing evidence 
that wholesalers generally were ac- 
cumulating excessive inventories, al- 
though it seemed reasonably clear that 
jobbers in certain trades were doing so. 
In general, however, throughout 1940 
and 1941 wholesalers’ sales increased at 
a slightly more rapid rate than their 
inventories. 

3. The inventories of retail stores 
generally increased more rapidly after 
December 1941 than did their sales, 
indicating a widespread tendency toward 
the accumulation of excessively heavy 
inventories. 

4. During the early part of 1942, the 
stocks of department stores moved 
sharply upward while their sales de- 
clined. This increase was especially 
marked in the larger cities and among 
the larger stores as is shown by Table I. 
Commitments also were much heavier 
than normal. 

5. Fragmentary information concern- 
ing mail order houses indicated that they 
were increasing their stocks considerably 
during a period when their sales were 
declining. 

6. The inventories of shoe, drug, and 
grocery chain store systems appeared to 
be normal in relation to sales, while 


those of men’s wear chains were highly 
excessive and those of variety chains 
were slightly greater than normal. 

7. The large independent stores were 
accumulating stocks more rapidly in 
proportion to sales than were their 
smaller competitors. The independent 
stores in large cities were increasing their 


TasLe I. MepiaAN PERCENTAGES OF INCREASE IN 
INVENTORIES OF DEPARTMENT STORES IN 
SEVERAL S1zE Groups 





Per 
Annual Volume prs 
BOOS Ghee BIOOGO0... oid ccccccseesesiives 14 
I iis 6 ca tec edknucinecinn 37 
CRE BIO. 6ckcncocednsteesabene 7 
T 000,000 £0 2,000,000... cc ccccscccccces 44 
CE OP SIs oo os ccc asseseres 43 
SHORTER BP CHOOIOS. 0066 ccccdccdssvaeves 48 
COORROS OP BA DODMID. oocc osc cccccccccices 53 
EO SGO RES G0 FO GOG O00. 0.0.06 200r0200000 65 
GT SIS oi 6.s0s cvagcveasicnaboens 66 


Source: Federal Reserve Bulletin, July, 1942. 


inventories more rapidly in proportion 
to sales than were the dealers in smaller 
places.’ 

These trends were regarded as antago- 
nistic to the war effort in several partic- 
ulars. 

1. They generated speculative pres- 
sures which tended strongly toward 
inflation. When merchants seek to hoard 
a commodity that is becoming scarce, 
they must bid against each other in order 
to get the amounts they desire. They bid 
up the price if it is not controlled. If 
price controls are operative, the desire 
to hoard is likely to lead unscrupulous 
merchants to patronize black markets, 
and thereby promote the development 
of those agents of inflation. The situation 
prevailing in the summer of 1942 tended 

3 These conclusions were presented in an Economic 
Report on the Need for Inventory Control, issued by the 
War Production Board and widely distributed among 
the business houses affected by Order L-219. The figures 
on which they were based were obtained from the Fed- 
eral Reserve Board, the Bureau of the Census, the 


American Retail Federation, Dun and Bradstreet, and 
the A, C. Neilson Co. 
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to add tremendously to the already 
heavy burdens of the Office of Price 
Administration.‘ 

2. Hoarding by merchants tended to 
create the impression of scarcity with 
respect to commodities of which there 
was no scarcity. The unusual purchases 
caused temporary and local shortages, 
with the result that some buyers could 
not get immediate delivery of the goods 
they ordered. They soon began to regard 
this fictitious and temporary shortage 
as permanent and actual, and this belief 
generated trade hysteria. 

3. The process described above tended 
to precipitate the onset of a developing 
scarcity and to cause it to become acute 
much earlier and to be much more 
severe than it otherwise would have 
been. This was due not only to the fact 
that the illusion of scarcity was created 
before scarcity actually existed, but also 
to the withdrawal from the market of 
large amounts of a supply that was 
beginning to become limited. 

The deficiency of supply thus became 
noticeable long before it otherwise would 
have been observed and the consequent 
trade hysteria began to function long 
before it otherwise would have appeared. 
In addition, the impounding of large 
amounts of a limited supply in stagnant 
pools of mercantile inventories dimin- 
ished the actual amount available for 
distribution through the market to the 
places where it was needed. This added 
to the severity of the scarcity and 
tended to render dangerous certain 
situations which business would other- 
wise have taken in its stride. 

4. All the usual and expected bad 
effects of scarcity were intensified by 


‘It is rumored on reasonably good authority that 
late in 1944 a movement to rescind Order L-219 was 
halted at the specific request of the Office of Price 
Administration which apparently considered it a very 
potent weapon in combating inflation. 


hoarding at the mercantile level. When 
it occurred the wrong merchants tended 
to get the lion’s share of the supply. The 
studies mentioned above showed that 
during 1942 the large stores, large buy- 
ing groups, and the stores in the large 
cities were getting more than their share 
of the available supply. 

But almost half of our people live in 
places of less than 10,000 population, 
and the fact that they buy much of their 
goods there is evidenced by the presence 
in such places of 46.6 per cent of the 
total retail stores in the United States 
making 30 per cent of total retail sales. 
Much of our war work was being done 
in areas that were non-urban, at least 
before the war plants were built; the 
stores that served these new defense 
centers were chiefly small ones. The bad 
effects of mercantile hoarding tended to 
be emphasized and concentrated where 
they would do the most damage to the 
war effort. 

As a result of the facts disclosed by 
these studies and the analysis of them 
just outlined, Inventory Limitation Or- 
der L-219 was approved December 29, 
1942. 


Provisions OF ORDER L-219 
Order L-219 differed from L-63 in 


that it was much broader in its coverage. 
While L-63 applied only to distributors 
dealing in certain listed types of goods 
and only to their stocks of those goods, 
L-219 was a blunderbuss type of order 
applying to all inventories of consumers’ 
goods® of all merchants within certain 
size groups. Its control was on an over- 
all dollar basis and not on the basis of 
items or commodities as was that of 
L-63. The restrictions of the order ap- 


5 Defined as “goods suitable in form and type for sale 
to individual ultimate consumers for personal or house- 
hold use” with the exception of 23 categories of goods 
which were specifically exempted. 
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plied to every concern having either 
total sales of $200,000 annually or an 
inventory of $50,000 at the beginning of 
any quarter. Other merchants were 
exempted. By definition, a merchant’s 
inventory included goods held for sale 
on consignment or memorandum as well 
as those which he owned. The estimated 
number of establishments operated by 
“controlled” merchants, those subject 
to the order, is shown in Table II. 
Taste II. Estrmatep Numser or EstaBtisu- 


MENTS OPERATED BY MERCHANTS SuBJECT 
TO Orper L-219 IN 1944 





‘a , Number o Number o 
Kind of Business poet pret 
Books 429 
Clothing accessories 756 312 
Department stores §,005 
Drugs 4253 475 
Dry goods 2,013 660 
Family clothing 1,359 126 
Furniture 1,841 114 
Furs 258 124 
General merchandise 1,807 63 
Hardware 770 761 
Housewares 6,731 1,082 
Infants’ wear $71 
Jewelry 836 382 
Men’s and boys’ clothing 2,305 274 
Millinery 4,373 102 
Music 228 33 
Office supplies 206 1,090 
Shoes 6,966 201 
Sporting goods 1 69 
Variety stores 6,408 
Women’s clothing 3,852 412 
Miscellaneous 1,734 86 

Total 51,552 6,366 


Source: Estimated from lists supplied by the Bureau 
of the Census from 1939 questionnaires. 


To a person unfamiliar with the way 
in which retailers conduct their account- 
ing and with the stock control records 
and methods they ordinarily use, Order 
L-219 seems exceedingly complicated 
and entirely unworkable; to one who is 
familiar with these methods, it is quite 
simple and practicable. The chief fea- 
tures of its machinery of control were 
the following: 


1. For each controlled merchant,® a 
base period stock-sales ratio was estab- 
lished for each quarter of his fiscal year. 
The base period was the three years, 
1939, 1940, and 1941. To establish his 
base period stock-sales ratio for a given 
quarter, a merchant added his inventory 
figures at the beginning of that quarter 
for each of the three base period years; 
added his sales during that quarter for 
each of the three years, and divided the 
inventory total by the sales total.’ 

2. At the beginning of each quarter, 
every controlled merchant had to pro- 
ject or estimate his sales for the quarter. 
This was done by applying his sales 
trend ratio, which was the ratio between 
his sales during the second preceding 
quarter and his sales during the cor- 
responding quarter of the previous year.® 

If this ratio was less than .goo, it was 
increased by half the difference between 
the actual ratio and .goo; if it was more 
than 1.100, it was diminished by half the 
difference between the actual ratio and 
1.100; if it was between .g00 and 1.100, 
it was not adjusted.°® 

In order to compute his projected sales 


6 A controlled merchant was one whose inventory and 
sales were large enough so that he was subject to the 
controls of the Order. 

7 For example, a merchant may use the following 
formula in determining his base period stock-sales ratio 
for the fourth quarter: (Beginning inventory 4th quarter 
1939, plus beginning inventory 4th quarter 1940, plus 
beginning inventory 4th quarter 1941) divided by (Sales 
4th quarter 1939, plus sales 4th quarter 1940, plus sales 
4th quarter 1941). 

* For example, sales, 2nd quarter, 1944/sales, 2nd 
quarter, 1943=sales trend ratio, 4th quarter, 1944; 
sales, 3rd quarter, 1944/sales, 3rd quarter, 1943 =sales 
trend ratio, Ist quarter, 1945. 

* This was done on the theory that, since a merchant 
needs a basic amount of stock to do business at all, 
fluctuations in his sales should not make necessary pro- 
portionate fluctuations in his inventory; the changes in 
inventory should be less proportionately than the 
changes in sales which engender them. While this de- 
vice was a left-handed way of adjusting for this peculiar- 
ity in the behavior of inventory, it was the most satis- 
factory that those responsible fot the order could de- 
vise. 
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for a given quarter, a merchant multi- 
plied his sales during the same quarter 
of the preceding year by his adjusted 
sales ratio for the quarter.?° 

3. The merchant’s normal inventory, 
the maximum inventory he should have 
at the beginning of a quarter, was ob- 
tained by multiplying his projected sales 
for that quarter by his base period 
stock-sales ratio for the same quarter. 
To this was added a tolerance of 15 per 
cent in the Mountain and Pacific time 
zones and of Io per cent in the remainder 
of the country to obtain the merchant’s 
inventory limit—the maximum inventory 
he could have at the beginning of a 
quarter without being required to submit 
a report and to limit his receipts of goods 
during the quarter." 

4. If a merchant’s actual inventory 
exceeded his inventory limit at the be- 
ginning of any quarter, he became a 
restricted merchant and had to compute 
his allowable receipts, the maximum 
dollar value of goods he was permitted 
to receive during the quarter. This was 
computed as follows: what he needed 
during the quarter, plus what he was 
allowed at its end, minus what he had to 
begin with, equals what he should be 
permitted to receive during the quarter.” 


10 For example, sales, 3rd quarter, 1944/sales, 3rd 
quarter, 1943, plus or minus adjustment, multiplied by 
sales, Ist quarter, 1944, equals projected sales, 1st quar- 
ter, 1945. 

11 The purpose of the tolerance was to allow for the 
arrival of unexpected shipments during the last days of 
a quarter. It was designed to prevent a merchant who 
planned his quarterly operations very closely from be- 
coming a restricted merchant because of such unpre- 
dictable factors. 

12 For example, the formula for computing allowable 
receipts during the first quarter, 1945, was: Cost of 
projected sales 1st quarter 1945, plus normal inventory 
at beginning 2nd quarter 1945, minus actual inventory 
at beginning Ist quarter 1945, equals allowable receipts 
during Ist quarter, 1945. 

The cost of a merchant’s projected sales during a 
given quarter was computed by multiplying his pro- 
jected sales for the quarter by the gross margin per- 
centage he experienced during the same quarter of the 
preceding year. 


A merchant’s allowable receipts were 
decreased by 25 per cent if his actual 
inventory exceeded his normal inventory 
by at least 25 per cent but not more than 
50 per cent; by 50 per cent, if his actual 
inventory exceeded his normal inventory 
by between 50 per cent and I00 per cent, 
and by 60 per cent, if his inventory 
excess was greater than 100 per cent. The 
order provided formulae by which mer- 
chants using the retail method of in- 
ventory might make their computations 
on that basis. 

Every merchant subject to Order L- 
219 was required to compute his in- 
ventory limit at the beginning of each 
quarter. If his actual inventory was less 
than this limit, he was not required to 
make a report and might buy as much as 
he wished during the quarter. Only if his 
actual inventory exceeded his inventory 
limit was he obliged to prepare and sub- 
mit a report to the War Production 
Board. In this case he also had to limit 
his receipts of merchandise to the 
amount of his allowable receipts. Like- 
wise, he was required to submit a report 
at the end of the first and second months 
of the quarter showing the amount of 
his merchandise receipts during each of 
those months. He had to continue to 
file quarterly reports until his inventory 
at the beginning of a quarter no longer 
exceeded his inventory limit. 

During the first month of a quarter, 
a merchant whose receipts were re- 
stricted could take in no more than one- 
third of his quarterly allowable receipts, 
and during the first and second months 
no more than two-thirds of those re- 
ceipts. His merchandise receipts within 
a quarter were never restricted to less 
than one-third of his actual receipts 
during the next preceding quarter. 

Those charged with the preparation 
of this order enjoyed the most generous 
cooperation and criticism of the mem- 
bers of the wholesale and retail trades 








P 
n 
t 
@ 
I 
I 





oN 


'S- wo Lt 





THE JOURNAL OF MARKETING 


143 





and of the associations which represent 
them. During the early stages of the 
study of the need for control of mer- 
chants’ inventories, over 400 business- 
men were consulted either by interview 
or by letter as to the extent and nature 
of the need for control and as to the form 
it should assume if found necessary. A 
preliminary draft of the order was sub- 
mitted for criticism to more than a 
thousand merchants in the New York 
and Chicago areas. This was done by 
personal interview and in two mass 
meetings. Many of the suggestions 
received were incorporated in the order 
before it was approved. As a result of 
these sincere efforts to consult the 
wishes of the trade, and of the prestige 
the study and its results gained in trade 
circles from the fact that it was con- 
ducted under the auspices of a com- 
mittee the majority of whose members 
were merchants, the order received 
very general support among the trades 
affected. 


STRENGTH AND WEAKNESSES OF L-219 


To one unfamiliar with retail account- 
ing methods, Order L-219 was the most 
hopelessly complicated document ever 
issued by a defense agency. But the 
controllers and store managers, upon 
whom fell the task of keeping their 
establishments in conformance with its 
provisions, found no great difficulty in 
understanding it. This was because the 
methods by which a merchant computed 
the amount of inventory he was per- 
mitted to have, and the amount of goods 
he was allowed to receive if his inventory 
was excessive, were fitted into the pro- 
cedures he ordinarily uses, or should use, 


* Dr. Eaton V. W. Read, at that time Chief of the 
Wholesale and Retail Policy Section of the Office of 
Civilian Supply, was in direct charge of the study and 
the preparation of the order. He is entitled to much of 
the credit for the excellent job that was done in prepar- 
ing it and securing its adoption. He later became the 
first administrator of the order. 


in planning his stock and merchandise 
receipts operations. 

In planning his activities for a coming 
period, usually a quarter, a merchant 
who manages his business capably must 
estimate his sales during the period, 
decide how much inventory he will need 
out of which to make those sales, com- 
pute the amount of stock he should have 
at the end of the period, and on the basis 
of these estimates prepare a buying 
schedule. The order simply established 
formulae, very similar to those generally 
used, for making these computations. 

On the whole the order was economical 
to administer. By controlling the in- 
ventories of about 58,000 outlets be- 
longing to 16,550 firms, it provided some 
degree of equitable distribution through- 
out those portions of the retail trade to 
which it applied.“ The maximum num- 
ber of merchants whose actual inven- 
tories exceeded their inventory limits 
and who therefore had to submit reports 
to the War Production Board during any 
one quarter was 838. The number of 
merchants required to submit reports 
and restrict their merchandise receipts 
according to formula during each of 
several quarters is shown in Table III. 
During most of its history the order was 
administered by a staff numbering not 
more than 25 people. 

The provision limiting the submission 
of reports to those merchants whose 
inventories exceeded their inventory 
limits, kept at a minimum the incon- 
venience, expense, and paper work which 
the order caused the members of the 
trades. The inconvenience of L-219 to 
the businessmen affected was dimin- 
ished, and their problems of living under 
its provisions were simplified, by the fact 
that the Distribution Control Branch 


\ These figures include all stores whose sales during 
1939 were more than $150,000 according to Bureau of 
the Census records supplied to the administrator of the 
order, 
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of the Wholesale and Retail Trade 
Division, which administered the order, 
was located in New York. Upwards of 
half the store units affected by the order 
are located within 150 miles of New 
York City or are administered by Head- 
quarters offices situated there. The 
owners, managers, or merchandise man- 
agers of most of the other establishments 
customarily make frequent buying trips 


Tas_e III. NumBer or RestricreED MERCHANTS 
Durino Eacu Quarter, 1943-1944 


Quarter Whole- _— Retailers Total 
salers 

Second, 1943 52 786 838 
Third, 1943 47 597 644 
Fourth, 1943 38 434 472 
First, 1944 22 284 306 
Second, 1944 16 326 342 
Third, 1944 331 
Fourth, 1944 175 


to the metropolis in the course of which 
they could supplement their buying 
activities with negotiations or inquiries 
concerning the inventory control order. 

These factors probably did much to 
foster the general spirit of cooperation 
with L-219 that prevailed throughout 
the mercantile trades and materially 
reduced the expense of administering it. 
The honest endeavor made by the 
administrative unit to diminish the 
expense and inconvenience involved in 
complying with this order paid big 
dividends in a greater measure of volun- 
tary compliance and lower costs of 
administration than would otherwise 
have prevailed. 

There was considerable discussion in 
the trade and within the War Production 
Board as to whether this order tended to 
favor the large multi-line establishment. 
For example, it was argued that by 
starving the inventory of one of its 
departments, a department store might 
shift allowable receipts to another de- 
partment so that it could obtain more 
than its share of the available supply of 


a scarce or potentially scarce article 
handled by that department. A com- 
peting specialty store handling only the 
goods sold by the favored department 
could not do this, and was thus deprived 
of part of its rightful share of the scarce 
commodity. The same practice might be 
followed with respect to the items 
within a line or department. It was 
urged, for example, that with the disap- 
pearance of hard goods from the market, 
department stores, unable to use their 
allowable receipts for their hard goods 
departments, could divert them to the 
purchase of soft goods, thereby increas- 
ing the growing shortage of the latter 
type of merchandise. 

Undoubtedly this contention was logi- 
cal. It is probable, however, that in 
actual practice such shifts did not occur 
as often as might have been expected. 
In order to take advantage of the dis- 
appearance of hard goods from their 
stocks by purchasing excessive amounts 
of soft goods, store managers had to 
maintain their sales at the usual levels. 
If a merchant’s sales declined as a result 
of the lack of hard goods, his normal 
inventory and allowable receipts were 
correspondingly shrunk. The advancing 
price level obscured the operation of this 
principle to some extent, but it was 
undoubtedly effective to some degree. 

If a merchant attempted to bleed the 
stocks of one department or one line of 
merchandise for the benefit of another, he 
soon found himself with an unbalanced 
inventory and its resulting major mer- 
chandising problem to solve. Many of 
the appeals filed during the early stages 
of the administration of the order 
indicated clearly that the merchants 
submitting them were in trouble because 
they had tried to exploit this possi- 
bility. Usually the merchandising mis- 
takes they had made in the process cost 
them more than strict compliance with 
the order would have done. Most of 
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them learned the lesson. Many of the 
largest and best managed firms required 
each department or homogeneous group 
of departments to make the computa- 
tions prescribed by the order and to keep 
within its departmental inventory limit 
and allowable receipts figure. 

It was also urged that the order 
exercised very little real control because 
under its provisions a firm could buy as 
much goods as it wished during a quarter 
if it sold enough during the quarter to 
make its stock at the end of the period 
not in excess of its normal inventory. 
This was entirely possible but practical 
considerations tended to prevent its 
being followed extensively. In order to 
achieve the sudden and precisely timed 
increases in sales necessary to the success 
of this plan, a merchant had to advertise 
heavily or to cut his prices drastically. 
In either case the cost was apt to be so 
great that the game was not worth the 
candle. 

The order definitely favored those 
concerns which during the base period 
did most of their business in slow-moving 
items and later shifted to the handling 
of faster-moving articles. The number 
of firms which did this was fairly large. 
The difficulty of finding new sources in 
a trade in which they had no connections 
probably prevented most such concerns 
from exploiting this possibility. The 
order handicapped those firms which 
during the base period dealt chiefly in 
fast-moving goods and during the war 
shifted to slower-moving articles. Very 
few firms made this change. 

The order likewise worked a hardship 
upon the merchant who during the base 
period, achieved a rapid turnover be- 
cause he used the most progressive tools 
of inventory control or because his store 
was located near the market and could 
get quick deliveries. When goods became 
scarce he had to take deliveries when he 
could get them and found that he could 


no longer maintain his old advantage 
which continued, however, to be re- 
flected in his low base period stock-sales 
ratio. 

No satisfactory general provision could 
be devised to remedy these defects. It 
was announced, however, that sympa- 
thetic consideration would be given to 
bona fide appeals made on the basis of 
them, and probably most of the more 
serious of these cases were remedied in 
this way. 

Order L-219 was well suited for use in 
the control of commodities having sea- 
sonable variations in demand. The sea- 
sonal fluctuations in a merchant’s busi- 
ness during the base period were re- 
flected in his quarterly base period 
stock-sales ratios. Under the order he 
might vary his inventories according to 
seasonal variations in sales volume 
exactly as he did in peacetime. 

This arrangement tended to impose a 
hardship, however, upon those mer- 
chants whose seasonal pattern changed 
after 1941. This occurred in some cases. 
During the war seasonal fluctuations in 
retail sales were ironed out to some 
extent by the tendency, generated by 
scarcity, for consumers to buy mer- 
chandise when they could get it instead 
of according to the time patterns they 
had followed through the years. 

The seasonal pattern of the retailer’s 
purchases changed during the war even 
more than that of the consumer’s pur- 
chases. This was due primarily to pres- 
sure exerted by the manufacturers who, 
in order to eliminate seasonal fluctua- 
tions in their production, insisted that 
their customers take delivery of goods 
“when ready.” This situation became so 
burdensome upon certain types of re- 


8 Certain stores in New York City, for example, 
which depended upon “taxicab” deliveries for certain 
kinds of goods, were no longer able to command any 
advantage over their rivals in speed of delivery and 
suffered a definite disadvantage under the order. 
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tailers that, after consultation with the 
trade, a definite basis was established 
upon which appeals arising from such 
changes should be handled. 

Order L-219 had the apparently logi- 
cal, although possibly spurious, justifica- 
tion that it did not really require the 
merchant to change his normal method 
of doing business. He was required 
merely to continue to conduct his inven- 
tory control operations in the same 
manner as during the base period before 
the war began. In many cases the 
stresses engendered by the war caused 
this to be difficult. The liberal policy 
followed by both administrators" of the 
order with respect to appeals and ad- 
justments offset this defect to a con- 
siderable extent. 

In its inventory tolerance provision, 
the order also made some allowance for 
unexpected and unpredictable fluctua- 
tions of sales and merchandise receipts. 
After a merchant computed his normal 
inventory, he was permitted to add a 
percentage of tolerance, varying ac- 
cording to the section of the country in 
which he was located, in order to deter- 
mine his inventory limit. The sole origi- 
nal purpose of this was to allow for the 
possible unexpected receipt during the 
last days of a quarter of merchandise in 
excess of the amount expected. The 
percentage of tolerance permitted in the 
Mountain and Pacific Coast states was 
greater than that allowed elsewhere, 
partly because of the greater uncer- 
tainty of shipments there, and partly as 
an insurance against possible embargoes 
on shipments to the western part of the 
country should the German phase of the 
war be ended suddenly and the necessity 
arise of moving large quantities of war 


16 About the middle of October, 1943, Dr. Eaton V. W 
Read entered the Navy and was succeeded by Mr. 
Chester Jones, who was a retailer of long and varied ex- 
perience and enjoyed the confidence of the trade. 


materials to the west coast in order to 
speed up our operations against Japan. 

The power granted the administrator 
to adjust the normal inventories and the 
allowable receipts of individual mer- 
chants likewise endowed the order with 
a measure of flexibility, making it pos- 
sible to relieve special and unusual cases 
of hardship with the minimum of delay 
and formality. This power was used 
extensively and liberally. 


CoMPLIANCE WITH L-219 


In essence, compliance with Order 
L-219 was voluntary. A merchant com- 
puted his own inventory limit and 
allowable receipts. He was not required 
to make a report unless he had stocks in 
excess of those permitted. The order did 
not even impose a penalty for exceeding 
the inventory limit. Penalties were 
imposed for three things only: failing to 
submit a report when one was required, 
knowingly submitting a false report, and 
receiving more merchandise than the 
amount allowed. 

Many critics of L-219 expected non- 
compliance to be widespread. During the 
early stages of the administration of the 
order, a number of firms showed a 
disposition to violate it by taking in 
more than their allowable receipts. The 
most effective preventative was found 
to be the issuance of a stop-purchase 
order requiring an offending merchant to 
refrain within a specified period, usually 
15 to 30 days, from receiving any mer- 
chandise. Many offenders would rather 
have paid a stiff fine and some of them 
would almost have preferred to go to 
jail. 

Two attempts were made to ascertain 
the extent to which L-219 was being 
evaded. In the early summer of 1943, 
representatives of the administrator's 
office called upon about a_ hundred 
merchants in Boston, New York, and 
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Philadelphia whose sales and inventories 
were apparently large enough to make 
them subject to the order and who had 
not filed reports. Only a few were found 
who should have submitted reports but 
had failed to do so. This limited survey 
indicated that the provisions of the 
order were being generally observed. 

During September 1943, the Com- 
pliance Division of the War Production 
Board conducted a survey to check the 
extent of compliance. Out of 520 “‘con- 
trolled” merchants from whom informa- 
tion was obtained, only 25 had been 
under obligation to file reports and had 
failed to do so. This percentage of 
compliance was considered satisfactory 
in comparison with that enjoyed by 
other orders. 

Early in 1944 a form letter was mailed 
to 15,641 probable controlled merchants, 
outlining their duties under the order 
and urging compliancewith its provisions. 
The purpose of this program was to 
promote rather than to compel com- 
pliance. The results were highly satis- 
factory. Some merchants were found 
who were not familiar with their obliga- 
tions under the order. Most of these 
apparently complied after the matter 
was called to their attention. The avail- 
able information seems to indicate that 
this semi-voluntary order received a 
degree of compliance which compared 
not unfavorably with that enjoyed by 
other regulations that were compulsory 
and that affected business groups much 
smaller and more closely knit. 

It was frequently suggested that every 
merchant subject to the order be re- 
quired at the beginning of each quarter 
either to file a report if his inventory 
exceeded his inventory limit or to 
certify to the contrary. In the interest 
of keeping paper work at a minimum 
and of preventing inconvenience to the 
members of the trade this suggestion was 


not adopted; the available facts indicate 
that such a requirement was of doubtful 
necessity. 

During the early stages of the ad- 
ministration of the order there was 
considerable evidence that some mer- 
chants were subverting its purpose by 
buying heavily during one quarter and 
then confining their purchases during 
subsequent quarters strictly to allowable 
receipts, which could never be less than 
one-third of actual receipts during the 
preceding quarter. This practice was 
strictly in compliance with the letter of 
the order but quite contrary to its spirit 
and purpose. 

A few merchants felt that this scheme 
might be worth while if during a quarter 
they had an opportunity to buy és- 
pecially attractive lots of merchandise. 
Most of them found, however, that it 
was not good business because it re- 
sulted in unbalanced stocks and often 
made it impossible for them to take their 
allotments during the periods when they 
were restricted. The practice was further 
discouraged by an amendment graduat- 
ing the amount of a merchant’s allowable 
receipts during a quarter inversely ac- 
cording to the percentage by which his 
inventory at the beginning of the period 
exceeded his inventory limit. 


ADMINISTERING L-219 


Most of the work of administering 
Order L-219 was of four types. 

1. It was necessary to check the 
reports submitted by merchants. The 
completion of the reporting forms re- 
quired a number of computations. These 
had to be verified. A close examination 
of a completed form sometimes disclosed 
internal evidence of violation or evasion 
of the order. Each quarter, three forms 
were to be checked for each merchant 
whose inventory exceeded his inventory 
limit and who reported that fact—a 
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general report on the 25th day of the 
first month of the quarter and a report 
of merchandise receipts for each of the 
first two months of the quarter. This 
work was done by the Reports Section 
of the administering branch. From the 
first of March through the first of 
September 1944, this section checked 
and reviewed a total of 4,653 forms—an 
average of 172 each week. 

2. It was necessary to advise and 
counsel merchants with respect to their 
operations under the order. This usually 
took the form of explaining the terms of 
the order advising them of their duties 
and rights under its provisions, and in 
other ways seeking to promote their 
smooth functioning under its restriction. 

This work was sometimes done by 
letter, telegram, or telephone. Due to 
the location of the administering unit 
in New York, however, a large amount 
of this work was done in the course of 
interviews with merchants who visited 
the unit’s offices during business trips 
to the metropolis. Most of the adminis- 
trative staff were merchants before they 
entered government service and found 
it easy to advise the merchant concern- 
ing the methods of inventory control 
commonly used in commercial practice. 
These men, in the course of their work 
with the branch, became specialists in 
methods of voluntary as well as com- 
pulsory stock control. 

From March 1, 1944, through Septem- 
ber 1, 1944, the administering unit 
dispatched a total of 1,856 letters and 
telegrams of advice and consultation to 
inquiring merchants, an average of 69 a 
week, and conducted 848 interviews 
with those who visited its headquarters, 
an average of 31 a week. Most of these 
interviews were not perfunctory affairs 
but often consumed an hour or more 
apiece, and sometimes required the 
participation of several members of the 
staff. This work was eminently worth 


while because it engendered trade con- 
fidence in the administrative staff and 
promoted a spirit of cooperation. 

3. Measures had to be taken to pro- 
mote and enforce compliance on the part 
of the merchants subject to the order. 
The methods employed to check and 
promote compliance have already been 
described. 

The work of enforcing compliance was 
of three types. In a few cases complaints 
or information, formal or informal, were 
received indicating that specific firms 
were in violation. Such cases were 
examined and, if a violation seemed to 
exist, an attempt was made by con- 
ference or communication with the 
offending merchant to induce him to 
comply. Such informal work bore uni- 
formly good results. 

When a merchant was guilty of a 
minor violation, he was usually sent a 
letter calling his attention to the offense 
and admonishing him to comply. Be- 
tween February, 1943, when the order 
became effective, and October 1, 1944, 
a total of 361 such communications were 
sent to minor violators. A typical offense 
of this type was the taking in of a few 
hundred dollars worth of merchandise 
in excess of allowable receipts during a 
period. This might have been the result 
of an unfortunate accident. No one such 
violation constituted any perceptible 
drain upon the general pool of in- 
ventory. Legal compliance proceedings 
would have cost more than their effect 
would have been worth. 

It was the job of the administrative 
unit to refer major violations to the 
Compliance Division of the War Produc- 
tion Board. In doing so, it transmitted 
a complete statement of the case and 
recommended an appropriate penalty. 
Most of these cases were settled by 
stipulation in which the violator ad- 
mitted his offense and agreed to a 
mutually acceptable penalty. Occasion- 
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ally the administrative staff might 
participate in the negotiations leading 
up to the preparation of such a stipula- 
tion. Up to October, 1944, a total of 78 
major violations were referred to the 
Compliance Division. 

4. It was necessary to process appeals 
and requests for adjustments. The order 
contained the usual appeals clause ap- 
plying to cases of “exceptional or un- 
reasonable hardship.” It also authorized 
the administrator upon request to in- 
crease or decrease the normal inventories 
and the allowable receipts of individual 
merchants. 

The handling of appeals and requests 
for adjustments constituted the heaviest 
single item in the work of the administra- 
tion. From the date when the order was 
approved until September Ist, 1944, the 
branch processed 2,037 such appeals and 
requests. Of these, 1,511 were granted 
in whole or in part, 287 were denied in 
toto, and 239 were “otherwise disposed 
of.”” Most of the grants were partial, the 
merchant being given something short 
of what he asked. The majority of the 
appeals and requests which were other- 
wise disposed of were withdrawn, usually 
because the merchant involved became 
convinced that his request was un- 
justified or would not be considered 
favorably. An average of slightly more 
than 2§ cases was handled each week. 

Two samples, each including about 
350 appeals and requests, were ana- 
lyzed, one covering cases handled in 1943 
and the other consisting of cases decided 
late in 1944. The most usual claim upon 
which such requests were based was that 
the merchant’s projected sales figure was 
not realistic. This might result from 
several causes. 

Sometimes a merchant reported that 
sales during a quarter were exceeding 
his projected figure—often even his own 
planned figure. A typical situation which 
resulted in unrealistic sales projections 


affected the third quarter of 1944. Dur- 
ing February 1943, many stores enjoyed 
very heavy sales of apparel because of 
scare buying resulting from a rumor that 
clothing was to be rationed. February 
1944 apparel sales generally were un- 
usually low. The combination of an 
abnormally high 1943 first quarter and 
an unusually low 1944 first quarter 
resulted in a sales projection ratio for the 
third quarter of 1944 which for many 
concerns was unrealistically low. Over 
one-third of the total requests for relief 
were based on the claim of unrealistic 
sales projections. 

Between a fourth and a third of the 
total number of requests were grounded 
on the claim that the base period stock- 
sales ratio was unrealistic or inapplicable 
to present conditions. This claim most 
frequently rested upon a shift in goods 
handled from fast-moving to slow- 
moving items, which gave rise to the 
need for more inventory per dollar of 
sales. The seasonal patterns of sales of 
some items and of some merchants were 
changed radically. The ship-when-ready 
delivery terms upon which manufac- 
turers sold after scarcity became acute 
also gave a measure of justification to 
this claim in some cases. 

The devices used most frequently to 
remedy these difficulties were an increase 
in allowable receipts, a readjustment of 
the base period stock-sales ratio, an 
increase in normal inventory, and a 
revision of the sales projection ratio. 

The responsibility for disposing of all 
requests for relief rested upon the ad- 
ministrator of the order. An appeals 
committee, appointed from among the 
senior staff members who did the work 
of processing requests, carefully con- 
sidered each case and recommended 
a disposition of it to the administrator. 
He rarely failed to approve the recom- 
mendations of the committee. 

The processing of many of these cases 
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involved exhaustive research into the 
operations of the merchants applying 
for relief. Appealing merchants were 
often invited to appear before the com- 
mittee and present facts and arguments 
to support their claims. Information 
seems to indicate that as a result of this 
process and of the trade background and 
experience of most of the members of the 
staff, the administrative unit of the 
order enjoyed an enviable reputation 
throughout the retail and wholesale 
trades for the fairness and understanding 
manifested in its handling of appeals and 
requests. 


EFrrects OF ORDER L-219 


The ultimate test of an order is the 
extent to which it achieves the purposes 
for which it was adopted. It is difficult 
to judge the extent to which Order L-219 
attained its objectives, because its ma- 
chinery was designed to operate in a 
round-about way by holding the stocks 
of large merchants at the minimum they 
needed so that the goods thus released 
could flow to the smaller and less well- 
financed merchants. Of course, most 
small merchants never heard of the 
order, or if they knew about it, they did 
not understand it. In the main, however, 
those small merchants who had some 
notion of its purpose and mechanics 
seemed to feel that it was of great help 
in enabling them to get their share of 
available goods."” 

It is impossible to measure satis- 
factorily the extent to which the order 
operated to reduce the purchases of the 
large merchants subject to it. The 
amount by which the restricted mer- 


17 This observation is based upon the reactions of 
small merchants as expressed in letters to the admin- 
istrative unit of the order, to Congressmen, in conversa- 
tions, and in Industry Advisory Committee meetings. 
These are fragmentary but they add up to a consider- 
able body of evidence. 


chants were forced to limit their pur- 
chases in the process of holding their 
receipts within the amounts prescribed 
during any given quarter can be com- 
puted. But this figure probably indicates 
only a fraction of the restraint which the 
order placed upon the purchases of the 
merchants subject to the order. It con- 
tains no hint of the extent to which 
retailers and wholesalers voluntarily 
restricted their receipts during a quarter 
in order to avoid exceeding their inven- 
tory limits at the beginning of the next 
quarter and thereby subjecting them- 
selves to a rigidly prescribed pattern of 
merchandising operations. Undoubtedly 
it was chiefly in this indirect and semi- 
voluntary manner that the order exer- 
cised its restrictive effect upon pur- 
chases. 

Since the formula by which allowable 
receipts were computed was designed to 
reduce the stock of a restricted merchant 
during a quarter to his normal inventory 
at the beginning of the next quarter, the 
total amount of the inventory overages 
(actual inventory less normal inventory) 
of all restricted merchants at the be- 
ginning of any quarter should have 
indicated with reasonable accuracy the 
amount of goods which the order directly 
diverted away from the large restricted 
merchants and toward the small mer- 
chants not subject to the order. These 
quarterly inventory overages were as 
follows during 1943 and 1944: 


1943 
Second quarter $141 ,026,157 
Third quarter 103,024,918 
Fourth quarter 58,518,920 
1944 
First quarter 48,454,158 
Second quarter 43,878,778 
Third quarter 59,053,712 
Fourth quarter 35,237,438 


If it is assumed that the average 
merchant doing an annual volume of 
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$100,000 needs an inventory of $15,000 
at cost to carry on his business, the 
number of stores which could have been 
stocked during each quarter with the 
goods restricted merchants were for- 
bidden to receive under the order was: 


1943 
Second quarter 9,402 
Third quarter 6,868 
Fourth quarter 3,901 
1944 
First quarter 3,230 
Second quarter 2,925 
Third quarter 3,937 
Fourth quarter 2,349 


The annual sales of the average mer- 
chant handling goods of the variety 
covered by the order are nearer $20,000 
than $100,000. 

The special grants of allowable re- 
ceipts and additional inventory made 
by the administrator on appeal reduced 
the direct effect of the order somewhat. 
It is safe to assume, however, that this 
reduction was much more than com- 
pensated for by the voluntary limita- 
tions which wholesalers and retailers 
made in their merchandise receipts in 
order to avoid becoming restricted. 

The mere fact that so few merchants 
were restricted was no indication that 
the order lacked effectiveness. If it had 
been completely effective and every 
merchant had done exactly what he was 
supposed to do under the order, none of 
them would ever have been restricted. 
The efficiency of a traffic officer can 
hardly be judged by the number of 
arrests he makes. If his presence and 
authority have exactly the effect they 
are supposed to have, he should be 
obliged to make no arrests and there 
should be no accidents or traffic viola- 
tions on his corner. The same principle 
applied in the administration of L-219. 

During the latter part of 1944 it was 
argued that the order had outlived its 


usefulness, since the supply of mer- 
chandise was then so limited that no 
merchant could accumulate more inven- 
tory than he was allowed under its 
provisions, and since the voluntary 
allotment systems of suppliers tended 
to prevent such excess accumulations. 
The weaknesses of such systems have 
beeen discussed in a previous article.'® 

Throughout this period, some mer- 
chants were still able to accumulate 
more stocks than the order permitted 
them. The cash position of most large 
merchants was very good, and if inven- 
tory restrictions had been removed, they 
were in a position to bring tremendous 
pressure to bear upon suppliers to 
squeeze from them more than a fair 
share of the available supply of goods. 
Many of these merchants would not 
have hesitated to do so; the action of 
these unscrupulous buyers would have 
forced the hands of those who wished to 
conform to the principle of equitable 
distribution. 

Numerous observers of the order, not 
a few of them business men controlled 
by it, felt that it might well be continued 
for some time after the end of the 
emergency. They argued that, if this 
were done, it would tend to restrain 
merchants from repeating after this war 
the orgy of buying and stock piling in 
which they engaged in I919 and 1920 
with such disastrous results during the 
exceedingly violent, if short-lived, de- 
pression of 1921-22. Both L-63 and 
L-219 have taught many merchants 
much about inventory control, and have 
proved to them that they can conduct 
their businesses very successfully with 
much smaller stocks than they thought 
possible before these regulations were 
adopted. 

18 R. S. Alexander, “Wartime Adventures in Equita- 


ble Distribution Short of Rationing: Voluntary Alloca- 
tion Systems,” JOURNAL OF MARKETING, July 1945. 











THE USE OF TASTE RESPONSE TESTS IN 
MARKET RESEARCH 


GIDEON HADARY 


Epitor’s Note: The author, now in the Army, was 
formerly Agricultural Economist, Office of Distribution, 
War Food Administration. 


ELIABLE information concerning con- 
R sumer preferences and acceptance is 
prerequisite for the success of most food 
merchandising programs. Such informa- 
tion is usually obtained from taste re- 
sponse tests. Various techniques may be 
used in such tests. Principally these con- 
sist of (1) judging by trained experts; 
(2) initial taste tests indicating the sub- 
jective response of a large number of 
consumers; and (3) observations of 
actual takings of a sample of consumers 
over an extended period of time. 

In spite of the importance of consumer 
taste preference tests, reports on the 
comparative merits of these research 
techniques are conspicuous by their 
absence in marketing literature. For 
example, in the period between 1936 and 
1944, nothing pertaining to the subject 
was published in THE JOURNAL OF 
MARKETING.! 

Product judging by experts is not a 
market research technique. It is com- 
monly the first step in product develop- 
ment. Such judging is based on arbi- 
trarily defined organoleptic concepts of 
a “‘perfect’”’ product. The food tested is 
compared by specially trained technolo- 
gists with the “‘perfect”’ and scored ac- 
cordingly. In many instances such a 


1 Several reports summarizing taste tests were pub- 
lished, but these did not discuss the matter of tech- 
niques as such. Cf. R. Franzen and D. Teilheit, “A 
Method for Measuring Product Acceptance,” Journal 
of Marketing, Vol. 5, No. 2, October 1940, pp. 156-161, 
and M. Sellers, “Pre-testing of Products by Con- 
sumers,” Fournal of Marketing, Vol. 6, No. 4, April 
1942, pp. 76-80. 
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score is used in establishing the value of 
a commodity (i.e., butter) even though 
the consumer need not necessarily be 
able to distinguish between the different 
grades, and there is no relationship be- 
tween the “value” (objective or nutri- 
tive) and the score of the commodity.’ 

Initial taste response or flash tests are 
the most commonly used technique in 
ascertaining consumer preferences and 
acceptance. Samples of several items are 
usually presented to a large group of con- 
sumers who are asked to indicate the 
product which they prefer. 

Admittedly, prolonged consumption 
tests are the most reliable technique of 
determining consumer food preferences. 
However, this procedure is the more 
costly and difficult one; hence the least 
commonly used. 

It is the purpose of this paper to exam- 
ine the findings of initial taste tests in the 
light of their comparability with pro- 
longed consumption patterns, and to 
present some of the problems related to 
the use of taste response tests in market 
research. 


CHocoLaTE MILK BuTTERFAT CONTENT 
TESTS 


Several tests were conducted by the 
author at the University of Wisconsin to 
ascertain consumers’ butterfat prefer- 
ences in chocolate milk drinks.’ These 
tests consisted of both initial taste tests 
and prolonged consumption tests. The 


2 In fact it requires intensive training and prolonged 
experience to become an expert qualified to designate 
the grades of many foods. 

3 Gideon Hadary and Asher Hobson, ‘Consumers 
Want Butterfat in Chocolate Milk,” What's New in 
Farm Science, December 1943, pp. 34-35: 
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procedure used and the findings are out- 
lined in the following. 

Initial Taste Tests. Two samples of 
chocolate milk were given to 841 con- 
sumers in Madison, Wisconsin, in the fall 
of 1942.4 The cups containing the sam- 
ples were marked conspicuously with 
either a square (()) or a circle (O). The 
consumers were asked to taste the two 
samples and record their preferences, 
without knowing in what respect the 
samples differed. 

One of the samples was made with 
partially defatted milk, having 1 to 2 
per cent butterfat, and the other with 
whole milk, having 3.5 per cent butter- 
fat. All other factors (such as color, in- 
tensity of flavoring, viscosity and sweet- 
ness) were controlled. These tests were 
conducted with large groups of college 
students during the lunch meal or at the 
end of a social meeting. 

It was found that 500, or $9 per cent, 
of the respondents preferred the whole 
milk product; 284, or 34 per cent, the 
partially defatted product; and 57, or 7 
per cent, indicated no preference. 

Analyses were made by sex and age 
groups, showing that essentially the same 
relative preferences for the two drinks 
existed in the different groups. 

Prolonged Consumption Tests. Un- 
limited quantities of chocolate milk were 
given to approximately 450 male stu- 
dents with their noon meal in a university 
dormitory cafeteria. The students eating 
in this dormitory do not pay for each 
meal separately, payment being made in 
advance of the school term. Charges for 
the meals do not vary with the quantity 
of food taken, and all diners obtain the 


_ “A total of 2,071 people were interviewed in the 
initial taste tests. Of these, 1,230 sampled defatted 
products having less than one or more than two per 
cent fat. This report is confined to the 841 students who 
tested the 1-2 per cent butterfat product vs. the whole 
milk product. 


same basic meals but have a choice of 
drinks. 

Two kinds of chocolate milk, one made 
from whole milk, having 3.5 per cent 
butterfat and one made from defatted 
milk, having 1.5 per cent butterfat, were 
placed at the end of the service counter, 
in half-pint glasses stacked on trays 
marked witha square (() orcircle (O).° 
The order in which the two chocolate 
milks were placed was rotated several 
times during the week. These diners did 
not know in which way the samples dif- 
fered except for the designating symbols. 

The samples were served for a period 
of four consecutive weeks. In this period 
the combined average per capita choco- 
late milk consumption at the noon meal 
was 1.42 glasses. This consisted of .85 
glass, or 60 per cent, of chocolate milk 
made from whole milk, and .57 glass, or 
40 per cent, of chocolate milk made from 
defatted milk. Statistical tests indicated 
that a point of stability in the relative 
takings of the two drinks was reached at 
the end of the second week. 

Comparison of the Two Techniques. 
Fifty-nine per cent of the interviewees 
preferred the whole milk product in the 
initial taste test. On the average, 60 per 
cent of the chocolate milk consumed dur- 
ing the prolonged consumption test was 
made of whole milk.® These data show a 


5 It is claimed that, all other things being the same, 
the geometric form used to designate samples has an 
effect on consumer choices. This is said to be particu- 
larly pronounced as between common and uncommon 
forms, i.e., circle vs. hexagon. Since both the square 
and circle are common geometric figures it is believed 
that the symbols used in this test did not introduce a 
bias in the preferences. 

6 The data in the initial taste tests are given as three- 
way preferences (i.e., whole, deffated, neither). Where- 
as in the prolonged test a two-way comparison is made. 
If allowances were made for the 57 samplers in the initial 
taste test who did not express a definite choice, then 
over 63 per cent would be found to prefer the whole 
milk product. The samplers in the prolonged consump- 
tion test probably consumed an equal quantity of the 
two milks. 
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high degree of agreement in the findings 
of the two techniques. 

This high degree of agreement is at- 
tributed, in the main, to the fact that in 
both the initial taste test and in the pro- 
longed consumption test the interviewees 
were selected from the same “parent” 
universe. The need for extreme caution 
in the selection of samples is paramount 
in order to assure comparability in the 
findings of the two techniques. 

The commercial application of the 
findings of the butterfat content tests as 
reported in this paper is somewhat 
limited. It is recognized that the reaction 
obtained in tests conducted in institu- 
tions are not comparable with those con- 
ducted in households. However, from the 
point of view of techniques, the elimina- 
tion of all other factors, including price,’ 
and the controlled selection of inter- 
viewees, are necessary for a comparison 
of the findings of the two approaches. 
From this point of view the procedures 
used are believed to have considerable 
merit. 

Although a point of stability was ob- 
served in the prolonged consumption 
phase of the butterfat content test, it is 
possible that further exposure of the 
students to the drinks would have re- 
sulted in different findings. 


CoNSUMER PREFERENCES FOR CHEESE® 


An intensive study was conducted by 
Asher Hobson and M. A. Schaars to 


7 Price is a very important factor affecting consumer 
acceptance. Several observations suggest that insofar 
as foods are concerned, “‘price’’ might determine the 
“‘value’”’ consumers attach to products in contrast to the 
classical economic concept of “‘price’’ being a function of 
“value.” An initial taste response test comparing three 
identical samples of wine which were designated as cost- 
ing $2.00, $4.00 and $6.00 per gallon, respectively, 
indicated an overwhelming preference for the sample 
purportedly costing $6.00 per gallon. Although impor- 
tant, the effect of price must be eliminated in a theoreti- 
cal examination of the relationship between the two 
techniques. 


investigate consumer preferences for 
cheese. This investigation consisted of 
both initial taste tests and prolonged 
consumption tests. In one instance, 
preferences of store customers and farm- 
ers at a picnic, and in the other, prefer- 
ences of college students, nurses, physici- 
ans and surgeons, were obtained. 

A canvass of 4,293 consumers was 
made to determine their preferences for 
different varieties and ages of cheese. All 
marks of identification were removed 
from the cheese and insofar as possible, 
every factor influencing choice, excepting 
those reflected through taste, were 
eliminated. The cheese was given to the 
consumers without cost to them. 

The tests were conducted among cus- 
tomers of retail grocery stores in the fol- 
lowing cities: Madison and Milwaukee, 
Wisconsin; Atlanta, Georgia; Charlotte, 
North Carolina; Cleveland, Ohio; and 
Pittsburgh, Pennsylvania. Customers of 
these stores were presented with two 
samples of cheese of similar shape. Each 
sample represented cheese of a different 
kind or age. The customers were asked 
to state their preferences after eating the 
two pieces. 

Natural mild American and processed 
American were paired against each other 
in eleven stores in six cities. Of 2,112 
samplers, 794, or 34 per cent, preferred 
the natural mild cheese, and 1,318, or 66 
per cent, preferred the processed cheese. 

The comparisons between samples of 
natural mild and natural aged American 
cheese served together in nine stores to 
1,302 customers, established that 604, 
or 48 per cent, preferred the mild cheese, 
whereas 698, or 52 per cent, preferred 
the aged cheese. 

Natural aged American and processed 





8 The data presented in this section are drawn from a 
study published as Research Bulletin 128 by the 
Agricultural Experiment Station, University of Wis- 
consin, October 1935. 
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American were served together in seven 
stores in five cities, to 879 samplers. 
Three hundred and forty-eight, or 39 per 
cent, expressed a preference in favor of 
natural aged cheese, and 531, or 61 per 
cent, preferred the processed cheese. 

Prolonged Consumption Test. Aged 
American, mild American, and processed 
American cheese were served daily with 
the meals for fifteen weeks to a group of 
approximately 110 Short Course stu- 
dents at the University of Wisconsin, 
some twenty-five supervising nurses of 
the Wisconsin General Hospital, and 
around ten physicians and surgeons at 
the Wisconsin General Hospital. 

In some instances, the cheeses were 
identified by “x,” “‘y” and “z” designa- 
tions, and in others by different colored 
doilies.? The samples were sliced into 
cubes, and an unlimited supply was 
available at all times to all diners. Al- 
though there was some variation be- 
tween the three groups, on the whole it 
was found that the average daily per 
capita cheese intake was .044 pound. Of 
this amount, on the average .007 pound 
constituted aged American cheese; .015 
pound, mild American; and .022 pound, 
processed American cheese. 

Comparison of Two Techniques. From 
the preferences expressed in the initial 
taste tests it follows that 27.3 per cent 
of the customers preferred natural mild 
cheese; 30.3 per cent, natural aged 
cheese; and 42.4 per cent, processed 
American cheese.!° 

The relative preferences were different 


* Generally, all other things being the same, con- 
sumers will tend to prefer samples marked “x” (the 
unknown) over “‘y” and “z.”’ Similarly, consumers have 
been observed ‘ express a preference for identical 
foods designated by certain colors as against others. 
The indiscriminate use of numbers also affects con- 
sumers’ taste preferences; products designated with 
Roman numerals should never be compared with those 
with Arabic numerals. Samples marked with numbers 
having certain associations, i.e., “57,” “66,” and “606” 
will introduce a bias in the responses. 


in the prolonged consumption tests. Of 
the average daily consumption, 34.5 
per cent was natural mild cheese; 17.0 
per cent, natural aged; and 48.5 per cent, 
processed. 


CoNCLUSIONS 


In the chocolate milk study close 
agreement was observed in the findings 
of the two methods; however, in the 
cheese study the findings of the two were 
at variance. Perhaps the difference is due 
to the manner in which the selection of 
interviewees in the two cases was made. 
The need for extreme caution in selecting 
a representative sample in the taste test 
is of prime importance in a comparison 
of the techniques. 

Although the chocolate milk study 
showed an excellent agreement between 
the two techniques, there are no other 
case studies available which verify these 
findings, in order to permit of drawing 
definite conclusions as to the theoretical 
comparability of the two testing pro- 
cedures. Therefore, it is impossible to 
pass upon the validity of initial taste 
tests conclusively. 

Extreme caution must be exercised in 
planning and conducting taste response 
tests. The symbols (geometric forms, al- 
phabetical letters, and numbers) or the 
price identification used to designate the 
samples affect the preferences of con- 
sumers. Procedures applicable to one 
type of commodity need not necessarily 
apply to others. Considerable additional 
information and case studies are needed 
before it will be possible to isolate the 
factors affecting consumer taste prefer- 
ences. 


10 These percentages were calculated in accordance 
with the method developed in connection with a study 
in consumer preference rating. George H. Brown and 
Gideon Hadary, “Beverage Preferences of Industrial 
Workers,” The Journal of Business, April 1944, pp. 111- 
117. 








FORECASTING DEMAND FOR U. S. ARMY 
SUPPLIES IN WARTIME’ 


LT. COMDR. ROBERT M. MACY, USNR 


Eprror’s Note: This discussion of forecasting demand, 
particularly the use of small samples, although limited by 
“security” restrictions, should be of considerable interest to 
students of marketing research. It is based on the experi- 
ence of the Requirements Branch of the Office of the 
Quartermaster General during the period from the summer 
of 1942 to the spring of 1944. The author was Chief of this 
Branch prior to accepting a commission in the Navy 
in 1944. 


paz MINISTER CHURCHILL is sup- 
posed to have remarked several years 
ago that England should determine her 
military requirements by ‘“‘making a 
very careful estimate and then multiply- 


ing the result by 10.” Such a basis for. 


forecasting our Army’s needs had some 
merit in 1940 and 1941, when the Gen- 
eral Staff was revising its estimate of the 
required size of the Army upwards every 
few months. If a few key supply officers 
had not anticipated this trend and placed 
contracts accordingly, our active par- 
ticipation in the War after Pearl Harbor 
would have been seriously delayed. 

By the summer of 1942 the planned 
eventual size of the Army was being 
scaled downward somewhat, and there 
was a growing feeling that the latest 
schedules of future changes in Army 
personnel strength issued by the General 
Staff could be used as a firm basis for 
planning without “running short.” Of 
at least equal importance was the adop- 
tion of the Controlled Materials Plan,? 
a development which not only forced all 


1 The writer is greatly indebted to Dr. Sidney Hoos, 
of the Office of the Quartermaster General, for advice 
and criticism with this paper, and also for up-to-date 
information for the tables. 

2 Basic mandatory plan of WPB for allocating scarce 
materials, developed in close collaboration with top 
Army officers, which included provision that estimates 
of materials required would be based on a monthly 
breakdown of end item requirements in the Army Sup- 
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parts of the Army to plan more carefully, 
but led to an increasing realization that 
if too much were purchased of one article 
it might result in a shortage of another 
item equally necessary to the Army. All 
of us remember the dramatic battle 
which took place during this period on 
the question of whether we should have 
more tanks or airplanes. 


THE PROBLEM OF PLANNING 
PROCUREMENT NEEDS 


Once a fairly firm “troop basis’’ indi- 
cating the planned future changes in the 
size and composition of the Army was 
available, the most important objective 
of those planning procurement needs was 
the development of reasonably accurate 
factors in terms of “consumption” or 
“disappearance” per 1,000 men per 
month, or some other appropriate com- 
mon denominator. The application of 
such factors to the troop basis, taking 
into account change in quantities in 
transit and in storage beyond the depots, 
would result in estimates of the future 
demands on depots for supplies. 

The following discussion is restricted 
to a summary of some of the problems 
faced and improvements made in the es- 
timates of so-called “depot issues” of 
Quartermaster supplies required by the 
Army,’ and the role of field research in 





ply Program. In this way, planned procurements of end 
items and allocations of scarce materials were coordi- 
nated. 

3 Depot issues are defined as the net quantities of new 
items shipped from central depots to posts, camps, and 
stations in this country; and to ports from filler depots 
(backing up the ports) for shipment overseas. Generally 
speaking, the Quartermaster General procures, stores, 
and issues those items used by more than one branch 
of the Army—food, clothing, and “general supplies” 
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the solution of such problems. Many of 
the comments and observations, how- 
ever, apply to all types of Army supplies. 

If accurate depot issue and inventory 
data had been available in 1942 for most 
items, the problem of forecasting depot 
issues would have been comparatively 
simple. Actually, however, no account- 
ing data were available on a very large 
number of items that were purchased on 
a decentralized basis in peacetime, but 
were now being purchased more and 
more on a centralized basis particularly 
because of the Controlled Materials Plan 
referred to above. Obviously no issue 
experience was available on the many 
new items that had to be added to the 
list of Quartermaster supplies required 
during this War. 

For many items peacetime rates of 
disappearance per 1,000 men per month 
were available for the Zone of the In- 
terior (United States) and Theatres of 
Operations, but the reasonableness of 
such factors, particularly for the The- 
atres of Operations, was very much open 
to question. These latter factors were 
based largely on a detailed study after 
World War I of the rate of flow of 
Quartermaster supplies to France. How- 
ever, few American soldiers were in 
France before January 1918, so overseas 
shipments under consideration repre- 
sented only about 10 months’ experience. 
During this short period only a small 
number of actual replacements could 
have taken place except for a very few 
items with high rates of wear, such as 
shoes and socks. 





such as kitchenware, cook stoves, saddles, soap, tool 
kits, mobile laundries, printing equipment, horses, 
supplies for shoe and clothing repair shops, etc., totaling 
perhaps as much as 70,000 separate items. The computa- 
tion of depot issues for demobilization planning pur- 
poses, and for relief of occupied areas during the first 
few months is not discussed because there has been 
little opportunity so far to check the reliability of the 


methods and assumptions adopted for such computa- 
tions, 


Thus, instead of providing a measure 
of rate of consumption or disappearance, 
overseas shipments to France actually 
provided a measure of the rate at which 
stocks on hand in France were increased, 
plus the rate of “‘overissues” to troops 
in France above the authorized quanti- 
ties they were permitted to have in their 
possession when they left the United 
States. Furthermore, experience in 
France could scarcely be used as a guide 
for probable rates of wear in the South- 
west Pacific, for example. Variations in 
the types of warfare and equipment 
would also cast doubt on the usefulness 
of World War I experience. 

Lacking reliable consumption factors 
at the start of World War II, for reasons 
outlined above, procurement of many 
Quartermaster items was of necessity 
determined by “sighting over the 
thumb.” Largely as a stop-gap program 
until the time that accurate depot issue 
and inventory data became available, 
field research was started in the summer 
of 1942 to provide some guidance to 
those forecasting requirements and to 
procurement officers. In many cases it 
was almost impossible to check the ac- 
curacy of results of field studies, but such 
research could nearly always be justified 
on the grounds that “‘some information 
was better than nothing.” Some of the 
more important aspects of this field re- 
search during those early hectic days are 
presented below. 

Before proceeding, the basic impor- 
tance of depot issue forecasts should be 
emphasized. The estimate of future de- 
pot issues required by the Army is the 
foundation, the starting point for all 
procurement, storage, and distribution 
planning. Any error in issues forecasts 
results in an error in other phases of 
planning, the extent of the error depend- 
ing in part on the current status of depot 
inventories. 
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For example, suppose it is predicted 
that depot issues for an item during the 
next 6 months will total 10,000. It is 
further determined that current depot 
inventories are excessive in view of this 
forecasted rate of flow and can be re- 
duced by 3,000 during that period, leav- 
ing a net quantity of 7,000 to be de- 
livered on contracts. If the actual de- 
mand on the depots turned out to be 
12,500 during this period, then the fore- 
cast of depot issues was 20 per cent too 
low (10,000 is 80 per cent of 12,500), but 
the planned deliveries on contracts based 
on this forecast were about 35 per cent 
too low. 

Thus, the greater the excess of depot 
stocks on hand, the more any errors in 
forecasts of depot issues would be pyra- 
mided. During the early days of the war, 
instances could be found where a Io per 
cent error in a depot issues forecast 
would result in over a 100 per cent error 
in estimates of quantities to be procured, 
further emphasizing the extreme impor- 
tance of accurate issues forecasts. 


Use or FIELD RESEARCH 


The first field studies were of an ex- 
ploratory nature, and were of two types. 
The first type was designed to obtain 
data from the men themselves. A total 
of 10,000 men representing a cross-sec- 
tion of the Army were called together 
in small groups in a number of camps in 
this country for purposes of filling out 
questionnaires under the careful super- 
vision of representatives of the Office of 
the Quartermaster General. The men 


* Assuming 3 months’ stock on hand to be the desired 
inventory level, and a fairly even rate of flow from 
depots, the depot inventory surplus of 3,000 based on a 
forecast of 10,000 for the 6-months’ period would have 
been scaled down to 1,750 based on the actual flow of 
12,500, a reduction of 3(12,500— 10,000) +6, or 1,250. 
Hence the planned deliveries of 7,000 were only 65 per 
cent of the deliveries that should have been made 
(12,500 less 1,750 excess inventory, or 10,750). 


were asked various questions about their 
clothing: the number of, and reasons for, 
replacements since they had been in the 
Army; the number of items purchased on 
the outside or received from home that 
were identical with, or substitutes for, 
regular issues; the number of items on 
hand, and so on. 

In order to test the accuracy of the 
men’s memories, the quarters of a num- 
ber of these men, selected at random, 
were visited to determine if the reported 
quantities of items on hand, the numbers 
obtained other than as regular issue, and 
so on, were correct. Moreover, by inter- 
viewing the men themselves, some indi- 
cation was obtained of the relative im- 
portance of issues above authorized 
allowances; outside purchases of drawers 
and other items; and receipt of handker- 
chiefs and similar articles from home. 
In addition, the reasons for replacement 
were ascertained. (For example, it was 
found that more than half of the replace- 
ments of raincoats were to take the place 
of those that had been lost.) 

The second type of field study pro- 
vided for the analysis of issues at posts, 
camps, and stations. Several teams, each 
consisting of an officer and several en- 
listed men, visited a series of representa- 
tive camps at regular intervals, breaking 
down into a maximum of 18 categories 
the issues of all Quartermaster items to 
troops and organizations. One very im- 
portant advantage of this study over the 
study mentioned above is that it covered 
all items, not just items of personal 
clothing. In addition, it reflected the ex- 
tent to which repaired items were being 
issued. Furthermore, experience showed 
that, for estimating future needs, what 
actually was issued to men was a more 
reliable guide than what the men re- 
ported or “remembered” they received. 

The first important fact uncovered by 
field research and interviews was that, 
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in 1942 and early 1943, requisitions on 
depots and on ports were usually pre- 
pared and edited on the basis of pub- 
lished copies of the approved consump- 
tion factors used in Washington for 
planning purposes for those items for 
which such factors were available. In 
other words, if officials in Washington 
were purchasing on the assumption that 
two pairs of shoes per year were worn 
out in this country and four pairs per 
year were worn out by troops overseas, 
shoes were requisitioned in the field on 
this same basis almost without regard to 
their actual needs. If this rate of requi- 
sitioning were too high, “‘comfortable” 
inventories were being accumulated in 
the field. If the rate were too low, one 
approach was to send in two requisitions 
in the same month and thus obtain twice 
the quantities computed through the use 
of the latest approved consumption 
factor. 

The above situation can be readily ex- 
plained by the frugality with which the 
Army had to spend its limited funds 
prior to the outbreak of war, and by the 
lack of any real need during peacetime 
for a comprehensive accounting system 
at posts, camps, and stations providing 
convenient summaries of inventories for 
all items and data on average actual 
quantities consumed. Only ‘‘account- 
ability’’ was shown, i.e., records author- 
izing all issues and accounting for all re- 
ceipts. Rigorous field inspections were 
employed as a means of keeping inven- 
tories at a minimum. 

The Army recognized the limitations 
of this system and, as a result of inten- 
sive research, installed a stock control 
System in 1943 which included a pro- 
cedure whereby requisitions in the future 
would be based on actual needs. Until 
this system was installed, supply officers 
in the field, particularly for new facili- 
ties, usually had no alternative but to 


requisition on the basis of published con- 
sumption factors unless their stocks got 
so far out of line with what common 
sense told them was reasonable that they 
modified their requisitions accordingly. 

Thus during the period prior to the 
installation of a stock control system, it 
was obviously a waste of time to attempt 
to check approved consumption factors 
against actual depot issues for a great 
many items (since the depot issues were 
so frequently based on the consumption 
factors being checked). It was necessary 
to go behind these depot issues and find 
out what was actually happening at the 
post, camp, and station level. 


SoME FIELD RESEARCH FINDINGS 


The two types of field studies outliried 
above also uncovered the following addi- 
tional facts: 

Actual rates of replacements during 
1942 were far below rates indicated by 
approved consumption factors, particu- 
larly for such long life items as overcoats. 

2. Low rates of replacements in part 
reflected the short time most men had 
been in the Army in 1942; “life” curves 
of clothing, for example, indicated that 
for most items higher rates of replace- 
ments were certain to occur in 1943 and 
1944. 

3. There were considerable issues of 
some items in excess of authorized allow- 
ances, particularly in certain camps. 
There seemed to be a fairly close rela- 
tionship (based on fragmentary data and 
interviews) between over-issues and lack 
of adequate laundry facilities. 

4. There were some evidences of ex- 
cessive stocks, but not nearly as much 
as had been anticipated. 

5. The practice (based on sound mili- 
tary reasons) of giving troops going over- 
seas new clothing and equipment as re- 
placements for items used in this coun- 
try, which frequently still had a lot of 
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wear left in them, clearly indicated that 
as the numbers of troops going overseas 
each month increased, the demand for 
new replacements of individual clothing 
and equipment would be heavy. The 
“second hand” or Class C items thus 
turned in were to be reclaimed whenever 
possible and reissued to troops (and 
prisoners) in this country. But there was 
an inevitable time lag averaging several 
months before such items found their 
way back to troops. 

The general conclusion reached on the 
basis of these early studies was that ap- 
proved consumption factors for items 
used in this country were a fairly close 
approximation to reality but, in general, 
appeared to be a little high for future 
use. Numerous cuts were made in these 
factors, the resulting reductions in pro- 
curement turning out to be correct in 





Belts, Waist, Web 


Coats, Mackinaw, O-D 


average size distribution for all depot 
issues. This is because men going over- 
seas would tend to be in the lower age 
groups with certain characteristics, such 
as comparatively small waist measure- 
ments. Of perhaps much more impor- 
tance was the likelihood that some 
“shrinkage” would occur in the repair 
process. To the extent that repaired 
clothing available for reissue did tend to 
run to the smaller sizes, procurement of 
new items would of course be concen- 
trated more on the larger sizes. 

In order to measure the possible im- 
portance of the above considerations, an 
analysis was made of the size and quan- 
tity data on shipping tickets at 11 Sub- 
Depot and Regional Repair Shops and 
at two Shoe Reconstruction Factories, 
all located in this country. Examples of 
the results are as follows: 


Drawers, Winter 











Size 
Original Repaired Original Repaired Original Repaired 
Issue Items Issue Items Issue Items 

28 21 50 215 
30 49 245 308 
32 70 608 6 335 230 
34 60 50 321 200 120 
36 600 219 243 339 go 80 
38 II 340 269 45 28 
40 250 30 227 48 20 II 
42 go 14 10 5 
44 64 2 48 2 5 2 
Over 44 16 2 I I 
Totals I ,000 I ,000 I ,000 I ,000 I ,000 I ,000 


most cases. Some shifts in demand led 
to cuts in some factors and increases in 
other factors, the most important being 
the shift from cotton khaki to herring- 
bone twill uniforms. 

The practice mentioned above of 
turning in partially worn-out clothing 
just before going overseas suggested that 
the size distribution of repaired clothing 
might be significantly different from the 


STUDIES OF DIFFERENT THEATRES 
OF OPERATIONS 

Anticipating the growing importance 
of accurate consumption factors for over- 
seas theatres, seven teams were trained 
and sent to the important Theatres of 
Operations during 1943. The currently 
available data on stocks and issues were 
to be carefully examined and a routine 
flow of such data started back to this 
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country (if not already taking place). 
An attempt was to be made to convert 
such data into consumption factors for 
use in anticipating future theatre issues 
for replacement purposes. 

Important objectives were to deter- 
mine the differences in rates of replace- 
ment for the same item in the various 
theatres, so that the effect of a shift in 
the proportion of troops in such theatres 


of determining consumption or disap- 
pearance factors by theatres, and (2) of 
basing such factors on actual theatre 
issue experience. The “old” factors pre- 
sented in this table were based largely 
on World War I experience, adjusted by 
shipment rates from ports in this country 
since 1941. Such data were difficult to 
use because it could not be determined to 
what extent the shipments represented 


Tasie I, Typrca, Comparison or New ApproveD THEATRE ConsumpTION Factors, BasED on THEATRE IssuE 
EXPERIENCE, WITH Previous OrriciAL THEATRE Factors 


(All factors on 1,000 men/30 days basis) 











Theatre C Theatre D Theatre E Theatre F 











| 
Issue | “Old” | Issue | “Old” | Issue | “Old” | Issue | “Old” 


Exper. | Factors | Exper. | Factors | Exper. | Factors| Exper. | Factors | Exper. | Factors | Exper. | Factors 























Theatre A Theatre B 
ne vat Issue | “Old” | Issue | “Old” 
Band, Liner, Helmet, 

M-1 Ea. 167 167 75 167 
Belt, Web Waist, M-37 Ea. IIs | 115 58.5 | 115 
Cap, NBT Ea. 145 145 101 167 
Drawers, Cotton Shorts Pr. 420 346 631 345 
Gauntlets, Barbed Wire Pr. 2.94 0.91) °o.78 °.78 
Socks, Wool, Cushion 

Sole Pr. | 928 | 307 549 | 306 
Socks, Wool, Light or | | 

Heavy Pr. 619 | 461 457. | 457 
Axe, Intrenching, | | | 

W/Handle Ea. | Is.t| 7.7] 4.8 5-5 
Canteen Ea. | 100 6| «(83 | 48 83 
Fork Ea. | 150 111 | 100 | 111 
Calcium, Hypochlorite Tube goo goo | 780 goo 
Can, Water s-gal. Ea. | 36.3 20.9 | 38.2] 19.48] 
Compound, Germicidal 

Rinse Unit | soo 360 158 | 360 
Soap, Laundry, Ordinary | 

Issue Lb. 3500 2160 |2900 2160 


























83 | 167 83 167 83 167 117 167 
73-9 115 84.0 | 115 115 11s 112 112 
III | 114 83.8 | 155 158 | 158 170 155 
| 445 | 445 | 467 | 467 789 | 587 | 600 | 459 
0.22) 0.06 ©.53 1.24 1.82 1.82 0.77 0.77 


| 
309 708 309 | 942 310 
| 





445 445 500 500 500 | 500 7°° 500 
5.1 5.1 9 5.7 8.1 6.4 6.1 6.1 
42 83 | 63 83 83 83 | 100 83 
63 111 60 | II 85 | 11 111 111 











goo 700 goo |1500 goo 


| | 





360 | 360 | 360 


| 








12160 2160 la160 l2160 = | 2160 2160 3200 |2160 





could be planned for in advance; and to 
analyze the effect on rates of replacement 
of actual combat conditions through 
comparisons of average monthly rates 
of replacement for Armies before, dur- 
ing, and after extensive fighting took 
place.® 

Table I indicates the importance (1) 


§ Data on numbers of replacements of clothing during 
maneuvers in this country were collected, but it was 
usually difficult to obtain reliable data on whether 
unusually heavy replacements were made just before or 
after maneuvers, without which information little faith 
could be placed in the results. 


merely a building up of stocks in over- 
seas theatres, particularly during the 
early stages of the War. 

However, the monthly reports of 
actual issues at advanced depots in over- 
seas theatres, initiated in most cases by 
the field team described above, did not 
have this weakness, and were only 
slightly influenced by variations in those 
small quantities of supplies kept on hand 
in forward areas. The new factors were 
based on these monthly reports. Where 
the “old” factors based on port ship- 








162 


THE JOURNAL OF MARKETING 





ments turned out to be about in line 
with theatre issue experience, no change 
in the factor was made. These monthly 
reports of actual issues were also far more 
useful than port issue data in measuring 
the effect of combat operations on issues, 
because practically no adjustments for 
time lags and fluctuations in inventories 
were necessary. 

A very careful analysis was made on a 
monthly basis of the observed effect of 
the invasions of Sicily and Italy on rates 
of replacement. Because of the expected 
similarity of type of fighting, terrain, 
and time of year, this Italian experience 
was used in planning the effect of the in- 
vasion of France on demands for Quar- 
termaster supplies. As might be ex- 
pected, demand for certain items actu- 
ally dropped (e.g., garrison caps, fresh 
vegetables) when men were engaged in 
heavy fighting, whereas demand for 
other items increased very sharply (e.g., 
socks, many kinds of tools). Some of the 
results were quite surprising, however, 
emphasizing the uncertainties of war- 
fare. Belts for trousers, for example, are 
subject to ingenious new uses, particu- 
larly in the absence of a rope or a strap, 
when the going gets tough. 

Through the application to its troop 
basis of consumption factors obtained 
from overseas data and of authorized 
stock levels for a given theatre overseas, 
requirements tables were developed 
showing future normal replacement ship- 
ments from the port supplying the 
theatre. Such tables were forwarded to 
the port and the theatre for review, and 
for their guidance in the preparation and 
editing of requisitions. Thus, a start was 
made in substituting actual issue experi- 
ence for theoretical overseas consump- 
tion factors based largely on question- 
able World War I experience. Separate 
overseas requirements tables were pre- 
pared for each theatre and periodically 


revised in light of the latest available 
data. 


DEVELOPMENT OF CONSUMPTION 
Factors ror New Items 


Another important problem was the 
development of tentative consumption 
factors for new items. At the time tests 
were made on newly developed Quarter- 
master items to determine their merits 
from the military point of view, an at- 
tempt was made to obtain data through 
tests as to the probable rate of wear in 
comparison with the item then in use 
which was to be replaced. For example, a 
group of perhaps 30 men would use or 
wear the new item, and a similar group 
would be assigned the most nearly com- 
parable old item for expedited wear tests. 
In addition, a questionnaire was for- 
warded to appropriate officers in the 
Office of the Quartermaster General for 
suggestions as to the most nearly com- 
parable items. 

At the outbreak of the War, a large 
part of the food for the Army was pur- 
chased locally, particularly perishables. 
As the agricultural situation became 
more critical, the proportion of food pur- 
chased by the Quartermaster Corps 
through its depots (mostly non-perish- 
ables) and market centers (mostly perish- 
ables) increased until today it is prac- 
tically 100 per cent. Field studies were 
made of the daily menus actually used at 
camps representing a typical cross-sec- 
tion of the Army in this country. 

These studies provided a picture of 
the seasonal variation in consumption 
by areas, the relationships between con- 
sumption of canned and fresh fruits and 
vegetables, variations in consumption 
between the Army Air Corps and the 
rest of the Army, and the proportion of 
Quartermaster purchases being resold to 
officers’ clubs, commissaries, and post ex- 
changes. The consumption factors de- 
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rived from these studies were then ad- 
justed for planned changes in agricul- 
tural production and restrictions on 
processing by the Department of Agri- 
culture for the following year. 

Menus were also received from over- 
seas together with theatre commanders’ 
estimates of their needs. The overseas 
picture is greatly complicated by the 
difficulties in estimating the quantities 
that can be purchased abroad. These dif- 
ficulties stem largely from the lack of re- 
liable statistics as to crop prospects and 
the proportion of available food supplies 
that will measure up to U. S. Army 
standards. It is difficult for us to appreci- 
ate the almost total lack of reliable agri- 
cultural statistics in many foreign coun- 
tries, especially under war conditions. 
The importance of this consideration is 
magnified when it is remembered that 
the U. S. Army usually gets those quan- 
tities of food left over after the local 
civilian and military population has been 
fed. Thus if the U. S. Army is promised 
10,000 bushels of potatoes equal to Io 
per cent of the anticipated crop of 100,- 
000 bushels, and the yield is 5 per cent 
less than expected, or 95,000, then the 
quantity left over for the U. S. Army is 
reduced to 5,000 bushels or 50 per cent 
of the original estimate. 


FORECASTING PROBLEMS 


One of the most difficult problems was 
to forecast the proportion of goods con- 
sumed overseas in the form of emergency 
rations. If a landing is unopposed, the 
quantities of emergency rations con- 
sumed may be very small, whereas if 
landings are strongly contested and sup- 
ply lines are subject to constant strafing 
from the air, it may be weeks or even 
months before many of the troops enjoy 
the luxury of fresh meat and vegetables. 
About all that could be done was to 
watch the trend of the ratio of emer- 


gency to other rations requisitioned by 
overseas theatres, and attempt to cor- 
relate this trend with military events. 

The forecast of demand for expendable 
end items other than food was compli- 
cated frequently by a lack of knowledge 
of the item and its uses, and of its sub- 
stitutes. For example, the demand for 
dubbin was much less than anticipated 
at first because its use prevented shoes 
from taking a “high shine” so necessary 
when a soldier was on leave with his girl. 
An unexpectedly large demand for 
scythes overseas was explained in part 
by the need for cutting tall grass in front 
of machine gun nests. 

No simple, general formula could be 
found for projecting past rates of issue 
into the future. The golden rule to be 
followed was to “know thy item” and 
particularly the extent to which it was 
used overseas. This latter consideration 
was of basic importance for projection of 
requirements into 1944 and 1945 for both 
expendables and non-expendables. Dur- 
ing this period the numbers of soldiers 
in this country were expected to decrease 
rather sharply. Thus a most important 
question was the percentage recovery of 
surplus stocks in posts, camps, and sta- 
tions. Would the camps be closed out, 
and supplies returned to the depots for 
reissue, or would the camps be main- 
tained with a skeleton crew to take care 
of the temporary increase in numbers of 
soldiers in this country after the collapse 
of Germany? Presumably if the number 
of troops in a camp is reduced by 50 per 
cent, there would be no recovery of some 
items classified as “overhead” (e.g., 
office furniture and machines), whereas 
there should be a sizable recovery of such 
items as mattresses. Thus, this problem 
boiled down to a considerable extent to 
a question of policy. 

The Quartermaster experience has 
demonstrated that for most items depot 
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issues can be forecast in wartime with 
reasonable accuracy if a fairly firm troop 
basis and experience consumption factors 
are available, and the personnel making 
the forecasts have sufficient facts from 
the field to ‘know their items.’’® The col- 
lection, processing, and analysis of field 
data and the presentation of the results 
in adequate form have proved to be al- 
most indispensable in making reliable 
forecasts of depot issues. 

The preceding comments pertain pri- 
marily to the forecasting of Army de- 
mands and depot issues up to the end of 


6 In attempting to check the accuracy of results of 
field research, however, it was not possible to tellin most 
cases if deviations of actual depot demand from fore- 
casts based in part on field research were attributable 
largely to errors in research, to errors in procurement re- 
ports, to hoarding at the post, camp, and station level, 
or to something else. Nevertheless, over a period of 
time, estimates based in part on field research turned 
out better than did estimates not so based, although to 
try to evaluate separately the contribution of field 
research to improved accuracy in concrete terms would 
be a questionable undertaking in most cases. 


1943. The writer’s objective has been to 
discuss in general terms selected prob- 
lems that were encountered in the “early 
days,” and to indicate how the use of 
field research aided in the solution of 
some of those problems. Since then, more 
detailed accounting data on inventories 
and issues have become available, and 
the need for field research based on 
sampling has decreased sharply. Marked 
progress has been made in the develop- 
ment of improved forecasting procedures 
and techniques using such accounting 
data; and Supply-Demand studies are 
currently made on thousands of items, 
including all major ones. On the basis 
of these studies a Supply Control System 
has been established with the objective 
of i insuring the flow of adequate supplies 
consistent with staff policy concerning 

“enough on time,” but simultaneously 
minimizing drains upon the productive 
capacity of the nation and the needs of 
the civilian economy. 











MONTCLAIR STUDIES THE SHOPPING 
EXPERIENCES AND ATTITUDES 
OF ITS RESIDENTS 


JOSEPH M. GOLDSEN and ALBERTA CURTIS 


Eprror’s Note: The authors describe a survey resulting 
from cooperative action on the part of the merchants of a 
suburban community to preserve and advance their position 
in relation to big city stores. 


AN UNUSUAL EXAMPLE of unified com- 
munity action is the recent survey 
of shopping habits in Montclair, New 
Jersey. Montclair merchants and busi- 
ness institutions supported the study 
initiated by a committee of the Chamber 
of Commerce, and they are currently 
putting some of its findings to use.’ 

Montclair is a wealthy suburb of New 
York City, with a population of more 
than 40,000 people. The problem of the 
local merchants is quite clearcut: how 
to get and hold as large a share as pos- 
sible of the buying power of the local 
residents against nearby metropolitan 
competition. As a preliminary step in 
estimating the problem they needed to 
chart the vigor of the outside competi- 
tion from the great metropolitan stores. 
This survey was designed to find out 
what proportions of the residents buy 
habitually in Montclair, as opposed to 
outside cities, in fifteen different cate- 
gories of goods and business services. 
Reasons for satisfaction and dissatisfac- 
tion with Montclair in each group of 
goods were sought. 

Other topics on which the people were 
questioned included: changes of shop- 
ping habits during the war, improve- 

1 Leo Nejelski, New York Public Relations and Man- 
agement Counsel, was retained by the Montclair 
Chamber of Commerce to stimulate and guide the 
survey and to recommend a constructive program based 
on the findings. Mr. Goldsen is Research Director of the 


Nejelski organization; Alberta Curtis is Research Direc- 
tor for Station WNEW, New York. 


ments that would make Montclair a 
more desirable place to shop, and opin- 
ions on changes in store hours and park- 
ing facilities. Group differences by age, 
occupation, length of residence, degree 
of community participation, and other 
factors are drawn in some detail in the 
complete report. 

The field staff of The Pulse, Inc.,? 
queried 531 families—one out of every 
twenty in Montclair—in personal inter- 
views. 

The sample of interviewed residents 
was constructed in the following way. 
Each block in the entire town was num- 
bered on a street map of Montclair. 
Fifty numbers were then drawn at 
random from a thoroughly mixed listing 
of the total block-numbers. Each of the 
fifty block-numbers thus drawn was to 
furnish ten interviewees. The _ inter- 
viewers were assigned these sample 
blocks, and instructed to enter a corner 
(or first) house of the given block, at- 
tempt to obtain an interview therein, 
and then work around that block calling 
on every fifth house until ten interviews 
were obtained. Where a block could not 
supply ten interviews (which occurred 
in the upper-class section of town) one 
adjacent block was worked in similar 
fashion. Over-filling of several quotas 
resulted in a total of 531 usable inter- 
views obtained. 

All interviews were held in the home; 
people were not stopped in the street nor 


2 The Pulse, Inc., directed by Dr. Sydney Roslow, is 
an opinion and market research organization with head- 
quarters in New York City. 
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questioned at their place of work or at 
play. It is generally acknowledged that 
the woman of the family does most of 
the family’s shopping, or in any case, 
would be most familiar with the wheres 
and whys of the household’s buying 
habits. The survey was, therefore, re- 
stricted to women who could be inter- 
viewed at home. In order to include job- 
holding women, as well as housewives, 
the interviewers worked on a staggered 
time schedule—evenings and weekends 
—so as to allow for the inclusion in the 
sample of women employed or otherwise 
occupied outside the home during usual 
working hours and days. 

The representativeness of the sample 
thus obtained was checked by comparing 
its distribution with 1940 Census data. 
The comparisons revealed close simi- 
larities in the major categories: home 
ownership, rental (income indicator), 
race, age, education, occupation (of self 
and husband). The sample turned out to 
be a bit over-weighted in favor of upper 
socio-economic factors, which may be a 
reflection of actual changes in these 
characteristics of the total population 
since 1940, and not necessarily attrib- 
utable to sampling “error.” 

Having obtained an apparently ade- 
quate representative cross section, it was 
possible to picture the “average” though 
not necessarily “typical” member of the 
women shoppers. She is about fifty years 
of age, and has lived in Montclair for 
twenty years. She is a high school 
graduate, pays about $75 a month rent, 
and is a housewife. Her husband works 
outside of Montclair and has a white- 
collar business position. Neither she nor 
her family participates in civic affairs, 
but she does go to church. 


WARTIME CHANGES IN SHOPPING HaBITs 


The timing of the study was strategic, 
for under wartime conditions more 


Montclair people were shopping at home 
than ever before. It was obviously a time 
for special planning and concerted action 
on the part of the local business men to 
hold on to this widened local market 
induced by war conditions. The question 
was put: 


Since the war, do you shop for things (other 
than food) more often in Montclair than be- 
fore the war, less often, or about the same? 





The 531 respondents answered as 
follows: 
Per Cent 

More often 21.5 
Less often 2.5 
About the same 65.0 
Didn’t live here before the war 8.0 
Don’t know 3.0 

100.0 


Almost two-thirds (63 per cent) of 
those who had increased their shopping 
at home due to the war said they ex- 
pected the change to hold even in normal 
times. They explained this on the 
grounds that, having been forced to 
break old habits and form new ones, 
they have found Montclair stores satis- 
factory. Their statements show that, in 
the past, shopping in the metropolitan 
stores has been part of their recreation: 


At first I would have said, “Just give me 
a chance to get out again’”’—but since I’ve 
been buying here I’ve learned you can get a 
lot here, and if I hadn’t had to buy here I'd 


never have known it. 


Whether the wartime increase will 
actually prove to be permanent when 
current conditions change back is a 
question which puts considerable pres- 
sure on the merchants. 


CHARTING THE COMPETITION 


The Montclair women were asked 
first for a general estimate of Montclair’s 
share of their total shopping: 


Do you do all, some, or none of your shop- 
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ping (other than for food items) in Mont- 
clair? 


This question was answered by the 
$31 women as follows: 


distribution, based on the total who buy 
at all. 

It is clear that Montclair leads the out- 
side market in only seven of the fifteen 


Per Cent categories: banking service, beauty shop 
All 19 patronage, books and gifts, small and 
pe % large home equipment, radios, and 
Don’t know, no answer 5 children’s clothing. 
aia Of the business which Montclair is 
100 


Such information is obviously too 
general to be very helpful, though a 


not getting, to which towns and cities 
is it going? Table II shows for those 
families who stated they bought mostly 


TaB_e I. Percentaces or Montciair Famivies Buyineo SpecirieD 
Irems Most iy 1n Town or OuTsiIDE oF Town, 1944 








Per Cent Buying 


























| Per Cent 
Which 
| Evenly | Respondents 
Items Mostly Mostly Distributed Total Represent 
in Outside in and of the 
Montclair Montclair Outside of | 532 Sample 

Montclair | Families 
Banking 84 12 4 100 | g! 
Beauty shop 82 16 | 2 100 78 
Books, gifts 74 18 8 100 | 93 
Small home equipment 74 20 6 ed 78 
Large home equipment 66 29 5 100 46 
Radios 59 38 | 3 100 $2 
Children’s clothing 48 43 9 100 | 42 
Women’s hats | 46 48 | 6 100 ] 85 
Women’s shoes | 46 49 | 5 100 i} 98 
Jewelry | 45 50 5 100 | 44 
Women’s accessories | 44 48 8 100 I} 94 
Insurance ] 42 56 2 100 \ 72 
Women’s dresses, coats | 33 54 13 100 | 97 
Linen | 19 73 8 100 81 
Men’s clothing 16 72 12 100 | 74 











crude outline of the market stratification 
is manifested by the fact that in the 
lowest income groups (as measured by 
rental) there were twice as many who do 
no shopping in Montclair, as in the total 
sample. 

Getting into the picture of the compe- 
tition on fifteen types of goods and busi- 
ness services, the questionnaire asked 
first for a judgment on whether the 
respondents bought mostly in Mont- 
clair, or elsewhere. Table I gives the 


elsewhere, or equally in Montclair and 
elsewhere, the percentages shopping in 
major competing cities. 

In the main, Newark draws the big- 
gest share of non-Montclair shoppers, 
with New York the next largest shopping 
center. The Oranges, Bloomfield, and 
other neighboring New Jersey cities such 
as Paterson, Passaic, and Jersey City, 
offer relatively little competition. 

The specific stores which pull away 
Montclair business are shown in the full 
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report, and the lists of these stores give 
the local merchants a still further op- 
portunity to appraise their competition. 

It is relevant to add that for each class 
of goods on which they were questioned, 


brackets even for this wealthy town. 

Table III shows, for five of the specific 
types of goods, the classification of 
reasons given for going to stores outside 
the town. 


Taswe II. Percentace DistrisuTion oF SHoppinc In Major Competino Cities or Montcrair Famiies 
PuRcHASING SPECIFIED IrEms Most.y Out-oF-Town (or EQuaLty 1n MonTCLAIR AND ELSEWHERE) 1944 





























Per Cent 
Per Cent Buying In* of the §31 
Sample 
Items — Families 
Newark, New York, Orange, Bloomfield, Other "haeak 
N. F. ) = N. F. N. fF. | Town Buyers 
Linen 73 31 3 ° 2 65 
Small home equipment 69 27 8 4 2 20 
Large home equipment 59 II 3 8 19 15 
Children’s clothing 58 22 18 9 9 22 
Radios 58 26 4 8 6 22 
Women’s dresses, coats 57 41 10 2 71 65 
Women’s accessories 54 34 12 4 6 53 
Women’s hats $2 27 12 7 9 46 
Books, gifts 49 34 7 6 10 24 
Women’s shoes 46 38 11 4 5 53 
Men’s clothing 42 49 4 2 6 62 
Jewelry 40 41 8 6 5 24 
Beauty shop 36 11 24 14 16 } 13 











* The percentages given for each item do not total 100 per cent because some people named several places. 


one-third to two-thirds of those who 
shop mainly in other cities report never 
having tried Montclair for its offerings 
of the particular item. 


REASONS FOR PREFERRING 
STrores ELSEWHERE 


The advantages attributed by re- 
spondents to the competing stores out- 
side Montclair underscore the difficulties 
of the suburban merchant who has to 
operate in the shadow of city shopping 
opportunities. The wider selection of 
goods and the greater price ranges of the 
big department stores are the outstand- 
ing reasons for going elsewhere. There is 
evidence, too, in considering the actual 
stores where the greatest share of busi- 
ness goes, that the Montclair merchants 
have been aiming too high in the income 


SUGGESTIONS FOR IMPROVING 
Loca. SHOPPING SITUATION 


An opportunity for making construc- 
tive suggestions gave the women another 
chance to express their main concern 
for wider selections and lower prices. 
Approximately two-thirds of those inter- 
viewed offered suggestions as to what 
might be done to induce more shopping 
locally. The others either expressed 
present satisfaction (18 per cent), could 
offer no suggestions (9 per cent), or were 
so committed to shopping elsewhere that 
they said nothing could induce them to 
change (§ per cent). 

Table IV classifies the suggestions and 
gives the frequency with which each was 
made. 

The “miscellaneous” suggestions in- 
cluded some of the most interesting ones. 
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Taste III. Percentace DistrisuTion oF ADVANTAGES ATTRIBUTED TO Out-or-Town Stores sy Monrt- 
CLAIR FamILies SHoppinc Out-or-Town For Five Types oF MERCHANDISE, 1944 








| 


Type of Merchandise 


























| | 
ay oo oe | Women's | Women's | Children’s | Linens 
Coats Hats Shoes Clothing 

1. Wider selection 41 45 | 18 | 34 | 25 

2. Lower prices 20 19 8 23 20 

3. Needed sizes 8 I | 17 4 | I 

4. Charge accounts, credit, instalment plans 7 — 2 | 1 4 

s. Familiarity, habit of buying elsewhere 6 10 6 | 5 5 

6. Better or friendlier service 4 | 5 | 2 | 2 | 2 

7. Sales, specials, advertising 2 | -- | I 2 | 20 

8. “Everything; don’t consider Montclair” 2 5 I 7 3 

g. Telephone order and delivery service 2 1 | I I 7 

10. Particular brands or types of merchandise -— | 4 34 | x 2 
11. Miscellaneous 8 10 10 13 11 
Total Per Cent | 100 | 100 ~=—s|_—s«d00 | 100 | 100 





Some examples which deserve thought, 
even though they may have come from 
only one or two people, were for: a place 
to wait and rest-rooms in the downtown 
section of the community; personal 
shopping service; special sales; clearance 
sales; postal substations; increased de- 
livery and easier exchanges of goods 
after the war; educational program to 


TaBLe IV. Succestions MADE BY 


More SHopPING 


get people to know the value of shopping 
in Montclair; face-lifting of Bloomfield 
Avenue, the main business thoroughfare 
(since put into effect). 


A ProGrRAM BASED ON THE FINDINGS: 
SUMMARY AND CONCLUSIONS 


This, in bare outline, summarizes the 
Montclair Survey of Shopping Habits. 


332 RESPONDENTS FOR INDUCING 
In MonrTc alr, 1944 














Number of 








Suggestions Made | Times Per Cent 
Mentioned 

1. A wider and larger selection of stock from which to choose 120 26 

2. Lower prices and a wider price range 108 24 

3. Wider selection of particular kinds and sizes of items 33 7 

4. A local department store 30 7 

5. Better service and personnel 29 6 

6. Improvement of specified stores 19 4 

7. Other particular “kinds” of stores 16 3 

8. “Larger stores” 14 3 

9. Better quality of merchandise 11 2 

10. Better transportation within Montclair 9 2 
11. More attractive displays: windows and inside 8 2 
12, More advertising of what is available locally 8 2 
13. ‘‘More stores” 8 2 
14. Charge accounts 6 I 
15. Staggered store hours; stay open evenings 5 I 
16. Miscellaneous 36 8 
Total 460 100 
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A representative cross section of this 
non-industrial, primarily residential sub- 
urb, was personally interviewed to pro- 
vide the local merchants with facts upon 
which a constructive program to increase 
local shopping could be launched. 

The survey measured the distribution 
of the residents’ purchases in town and 
elsewhere, by classes of merchandise, 
and cross-tabulated with socio-economic 
status, race, age, length of residence, and 
other relevant factors. The individual 
merchants who participated financially 
were provided with the general pattern 
and with specific grievances, advan- 
tages, disadvantages, and suggestions 
advanced by their current and potential 
customers. 

In addition to applying the relevant 
findings individually, a community-wide 
business program for mutual benefit was 
formulated for the merchants and is 
being actively pursued. Some of the 
steps include: (1) Meetings of small 
discussion groups for the consideration 
of this survey and the implications of its 


findings. (2) Setting up a Planning Com- 
mittee to define and study further the 
problems confronting the merchants. 
(3) Hiring a general manager for inte- 
grating the town’s business efforts. (4) 
Consideration of the encouragement of 
department stores to set up branches in 
Montclair. Also the mapping of retail 
business to provide in the many shops a 
kind of department store under separate 
roofs. This is based on the idea that the 
merchants can satisfy the demands that 
only a large department store can meet, 
if there is more planning and concentra- 
tion on the various lines of goods which 
are needed, and less unprofitable com- 
petition in all lines. (5) Planning the 
face-lifting of the business district. (6) 
Merchandising courses set up to study 
advertising and display, and to assemble 
books and pamphlets and ideas from 
many sources. (7) Centralized training 
courses for store personnel, with em- 
phasis upon the improvement of the 
inter-personal relations which are so 
important in drawing home-town trade. 

















Communications 








A TEST OF TWO METHODS COMMONLY USED IN 
READER-INTEREST SURVEYS 


ITH regard to methods of con- 

ducting reader-interest surveys, 
it has been said that “the evidence is 
strong that the Pointers have stacked the 
cards and... the Don’t Pointers have 
avoided stacking them.” As long ago as 
the summer of 1941 we had evidence 
that the Pointers, at least in the maga- 
zine field, have not stacked the cards. In 
fact, if anything, the evidence tends to 
suggest that the Don’t Pointers have 
done the stacking. In that year we con- 
ducted a carefully controlled experiment 
on the subject. 

The Point Method which was tested 
used the following series of questions 
about each item of editorial content in a 
then current issue of a certain monthly 
magazine: 

1. Does this look like something you 
would like to read if you had the time? 

2a. Do you recall actually seeing this 
before? 

b. Would you say you were positive, 
reasonably sure, or uncertain? 

3. Uf “yes” to question 2a.) Did you 
happen to read it? 

4. (If “yes” to question 3.) How much 
of it did you actually read? (All or part.) 

Interviewers were instructed to use 
this series of questions on each item and 
to point to the item in question. 

The Don’t Point Method tested was 
one currently used by one of the reputa- 
ble research organizations engaged in 


1 Ralph O. Nafziger, “Problems in Reader-Interest 
Surveys,” JOURNAL OF MARKETING, April, 1945. 


reader-interest surveys. The interviewers 
explained to the respondent what was 
wanted in the following words (taken 
from the written instructions to the 
interviewers): “I would like to get a 
record of the things you have seen and 
the things you happen to have read and 
also things you happen not to have read, 
just as you would tell it to a member of 
your family. However, it will go quicker 
if I turn the pages and if you stop me 
whenever you see anything on the page 
you recall having seen. I am interested 
in stories, articles, etc., anything except 
advertising. If you will point these things 
out and ¢e// me also if you happen to have 
read any or all of the material, I will 
keep notes as we go along.” 

The first five elements in the magazine 
were used as a “try-out” or “warming- 
up” period during which the interviewer 
was permitted to prompt the respondent. 
Only two more promptings after that 
were allowed. The interviewer was in- 
structed to watch the respondent’s face 
to be sure she was playing the game. 
Silence was taken to mean that items 
were not seen or read. If the respondent 
reminisced or discussed the elements, the 
interviewer increased the rate of turning 
the pages in order to get her back into 
the interview situation. Except as ex- 
plained above no pointing was permitted. 

The test was conducted in a single city 
under the personal supervision of Ruth 
A. Inglis, now with the Committee on 
the Freedom of the Press. Thirteen 
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women interviewers were used, each of 
whom received one week’s training in 
the two methods before the test began. 
Only two had had previous interviewng 
experience. Nine had had college educa- 
tion and the remainder were high school 
graduates. Eight were in their twenties, 
four in their thirties, and one in her 
forties. 

By means of a rental map, the city 
was laid out into more or less homogene- 
ous economic areas. These areas were 
then assigned in such a way that each 
interviewer was rotated through each 
economic level from day to day; a por- 
tion of each interviewer’s work was done 
in each of the different levels and each 
interviewer spent approximately the 
same time in each type of area as every 
other interviewer. 

Furthermore, the use of the Point and 
Don’t Point interviewing method was 
rotated from day to day for each inter- 
viewer. If on the first day she used the 
the Point Method, then on the second 
day she used the Don’t Point, and back 
to the Point Method the third. By 
this rotation, the effect of the inter- 
viewer’s skill, personality, or predis- 
position upon the results of the two inter- 
viewing methods was minimized. In 
order to assure ourselves that the inter- 
viewer did not become confused regard- 
ing the details of the method to be em- 
ployed on a given day, each interviewer 
was drilled and quizzed each morning 
on the method she was to use that day. 
A portion of each interviewer’s daily 
work was checked by telephone. 

Approximately two hundred inter- 
views were secured with each of the 
methods under test, 212 with the Point 
Method and 224 with the Don’t Point. 
All respondents were women living in 
homes receiving by subscription the 
magazine used for the test. The com- 
positions of the two test groups were 


reasonably similar with respect to in- 
come level, age, and frequency with 
which respondents customarily read the 
magazine, as the following tabular state- 
ment indicates: 


Point Don’t 
Method Point 
Method 
Per Per 
cent cent 
Income $35 per week and over 71 66 
40 years of age and over 1 56 
Reads at least every other issue 88 87 


As shown in the following comparison, 
the average Read All for the Point Meth- 
od was 34 per cent and for the Don’t 
Point Method 39 per cent. The average 
Read Some figure for the Point Method 
was 46 per cent and for the Don’t Point 
so per cent. The average Saw figures 
were 83 per cent and 86 per cent respec- 
tively. 








Per Cent Per Cent 
Under Under 
Point Method Don’t Point 
Method 
Editorial Saw* Read Read Saw Read Read 
Item Some All Some All 
A 85 42 26 79 43 22 
B 95 76 30 94 77 33 
C 78 48 ©6937 84 45 33 
D 75 33 25 82 39ts*=5)1 
E 88 52 46 go 58 50 
F 56 19 15 60 17 13 
G 87 33°~—Cis«a22 91 39 31 
H 86 $2 41 88 54 46 
I 88 52 36 86 50 38 
J 94 63 53 97 72 64 
K 96 56 47 97 62 §5 
iL 97 60 1 97 64 60 
M 99 55 49 92 60 54 
N 78 444 = =©«(27 83. 43——Ctisi285 
O 86 61 58 86 67 63 
P 77 38 37 81 46 = 44 
Q 78 #42 8 ©6438 82 47) 45 
R 76 40 38 82 46 43 
S 77 38 36 80 864139 
T 94 64 43 97 77 52 
U 89 51 39 88 8656044 
V 93 47 29 92 54 44 
WwW 94 64 38 95 71 48 
xX 95 64 41 93 71 47 
Y 93 67 41 96 73 50 
Z 92 45 32 91 49 35 
AA 99 59 37 94 S59 42 
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Per Cent Per Cent 
Under Under 
Point Method Don’t Point 
Method 
Editorial Saw* Read Read Saw Read Read 
Item Some All Some All 
BB 94 70 47 95 71 48 
CC 83 3323 86 8639 ~~ (9 
DD 69 36 33 75 40 39 
EE 87 32 22 87 37 31 
FF ie 80-3433 
GG 72 25 21 74 24 21 
HH 82 4! 30 83 4! 32 
I] ee a ae 91 78 76 
JJ 80 «= 48 80 843s 0 
KK 74 24 10 77 #35 #15 
LL 65 II 4 70 15 5 
MM 84 38 27 83 4! 29 
NN 59 13 7 71 21 14 
Average 83 46 34 86 50 39 


* Tabulations are for original data regardless of de- 
gree of certainty of seeing. 


There is, therefore, considerable rea- 
son for believing that the Point and 
Don’t Point methods do not produce dif- 
ferent results in magazine studies. The 
differences found are not statistically 
significant on any reasonable level of 
probability. On the other hand, if any 
difference does exist, the results of this 
test indicate that it is more likely that 
the Point Method produces /ower scores 


than the Don’t Point. Until substantial 
evidence to the contrary is forthcoming, 
it would be incorrect to assume that in 
the magazine field publishers will assure 
themselves of higher percentages of 
readership by using the Point Method.? 
In his article, Professor Nafziger desig- 
nates the Point Method as “leading and 
suggestive.” Since he places the words in 
quotation marks, we may assume that 
this is not his own evaluation of the 
method. Nevertheless, two observations 
seem to be in order. The first is that it is 
difficult to see why it is leading or sug- 
gestive to ask a person whether he did 
or did not behave in a certain way under 
specific circumstances so Jong as the ques- 
tion itself is not leading or suggestive. At 
best the matter can be posed only as an 
hypothesis subject to proof. The second 
is to emphasize the urgent need of testing 
our hunches through objective measure- 
ment if market research is to claim any 
kinship with scientific method. 
HersBert C, LuDEKE 
Philadelphia, Pa. 


2 For collateral evidence on the validity of the Point 
Method, see Herbert C. Ludeke, and Ruth A. Inglis, “A 
Technique for Validating Interviewing Methods in 
Reader Research,” Sociometry, Vol. 5, No. 2, 1942. 


NOTES ON BUSINESS POPULATION DATA 


I A RECENT article! nine specific uses 
of business population data were 
listed as follows: (a) Basic data for 
market analysis and planning; (b) Guide 
to potential entrepreneurs; (c) Informa- 
tion on the impact of social and eco- 
nomic events upon business; (d) Basic 
data for analysis of the operation of an 
enterprise economy; (e) Basic data for 


_ Howard R. Bowen, “Significance of Recent Changes 
in the Business Population,” JouRNAL OF MARKETING, 
July 1945. 


the study of competition and industrial 
concentration; (f) Indicator of business 
activity; (g) Measure of availability of 
consumer goods and services; (h) Aid in 
public administration; (i) Correction of 
statistical time series based on constant 
samples. 

I agree that these categories represent 
areas in which analysts can find sig- 
nificant uses for business population data 
both in theoretical and practical prob- 
lems. However, there are three state- 
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ments in the body of the article upon 
which I should like to offer comment. 

1. “In no single line of retail trade, 
however, did the number of firms fall be- 
low 70 per cent of the number operating 
in 1941. Such persistence, in the face of 
wartime shortages, has been made pos- 
sible in part by the remarkable adapta- 
bility of the firms affected” (p. 28). In 
the paragraphs preceding and following 
this statement the article develops the 
thesis that the decline in population was 
due in large part to a decline in new 
enterprises. New enterprises were not 
begun because of shortages of labor and 
materials, availability of attractive war 
jobs, and induction into the armed 
forces. A substantial number of estab- 
lished concerns withdrew from business 
for the same reasons. As the war pro- 
gram developed after 1941, merchandise 
became increasingly short, while pur- 
chasing power expanded. A  seller’s 
market developed; it become possible 
literally to sell anything—a situation 
which appears still to hold in many lines. 

In recent months I have visited a num- 
ber of establishments which, because of 
age, size, or other reason, were not vul- 
nerable to the withdrawal causes men- 
tioned above. Largely, they have just sat 
tight, selling whatever came to hand, at 
good profits. There appear to be two 
basic reasons for the survival of small 
marginal, vulnerable retailers: part-time 
operation and reduction of overhead. 
Many proprietors have taken war jobs 
and have run their businesses for a few 
hours a day: grocery stores, from 2 to 6 
p-m.; shoe repair shops, from 6 to 10 
p-m.; auto repair places, from 8 to 12 
a.m. Many restaurants in the last two 
years have been on a schedule of one or 
two meals against the former three. 

With restrictions eliminating deliver- 
ies and long store hours, and with de- 
clining demand for credit service, many 


retailers have had an appreciable drop 
in overhead which enabled them to 
weather the early stringency days and to 
profit from the later seller’s market. In 
all this, there has been some automatic 
adjustment to conditions, but I am not 
convinced that the day has been saved 
for small business by its own “remark- 
able adaptability.” 

2. “There is no doubt that the war 
and its necessary governmental controls 
have caused hardship, or even liquida- 
tion, for many individual businesses. A 
careful appraisal of all the facts, how- 
ever, raises serious doubts as to whether 
the war has had a significantly adverse 
effect upon business as a whole, small or 
large” (p. 27). There seems to be an in- 
ference here that if a cancer existed in 
the body economic, it would be dis- 
covered through the X-Ray of business 
population data. With this thought I am 
not in agreement. I do feel that the data 
are useful, but I do not feel that they 
have overall significance in economic 
diagnosis. 

Before I conclude that the war has had 
a pronounced effect, one way or the 
other, on large or small business, | 
should like to have full information on 
such points as: (a) the percentage of con- 
cerns handling the bulk of war con- 
tracts; (b) the profitability of this busi- 
ness and the extent to which profits are 
used to strengthen the postwar position; 
(c) the postwar survival record of small 
manufacturers; (d) the profitability of 
concerns in distribution by sales volume 
and commodities, prewar vs. postwar; 
(e) the extent to which small independ- 
ents hold their own in the immediate 
postwar years against chains, manufac- 
turer’s branches and direct selling. 

3. “In the long view, small business 
appears to be a persistent and hardy 
American institution. Although the sev- 
eral million small independent enter- 








, 
f 
4 
t 
( 
{ 





THE FJOURNAL OF MARKETING 


175 





prises constitute perhaps less than a 
major part of the economy, yet they 
have shown clear evidence of sustained 
vitality” (p. 30). To this statement, I feel 
that I must take emphatic exception. 

When the business population trend is 
observed for a long period of years be- 
fore the war, it develops that from 
400,000 tO 500,000 concerns have en- 
tered business each year and that about 
an equal number have ceased operations. 
In good years there has been an excess 
of new enterprises; in bad years the re- 
verse has been true. In my estimation, 
this annual 12 to 1§ per cent turnover is 
a fundamental cause for concern as to 
the health of small business. A turnover 
of this magnitude results in life expect- 
ancy for the small concern of less than 2 
years. If small business has this mortal- 
ity, how can it be termed a persistent 
and hardy American institution? Is not 
this something like saying that persons 
on a minimum subsistence income of less 
than $1,500 per annum are a good Amer- 
ican institution because they always 
have been a large part of the total popu- 
lation? 

In turnover figures of the magnitude 
quoted I see no “persistence’—no 
“hardiness.” I see thousands of poorly 
equipped venturers penetrating each 
year into situations with which they are 


unable to cope—financially, experience- 
wise, temperamentally. I see a short 
average life for the usual venturer—per- 
haps a year, maybe two years. If the 
group at the bottom of the ladder, strug- 
gling for a foothold, is about the same 
size each year because outside optimists 
come in to take the place of those killed 
off—and if this turmoil is to be con- 
sidered as evidence of the hardihood of 
American small business—I am afraid 
that there has been a confusion of terms. 

It seems to me that it is one thing to 
say that because small business has al- 
ways represented a substantial segment 
of the cross-section, it is characteristic in 
the American scene (with this I would 
agree). It is quite another thing to imply, 
as the author does, that several million 
small concerns have shown evidence of 
sustained vitality. 

I appreciate Mr. Bowen’s writing this 
article and presenting these data. It is 
my hope that interested readers of the 
JOURNAL will give some thought to the 
desirability of the adoption of a schedule 
of uniform basic conceptions in this busi- 
ness population data series so as to 
strengthen its effectiveness in problems 
of market analysis. 


Quincy ADAMS 
Scarsdale, N. Y. 


SOME ASPECTS OF PREPARING QUESTIONNAIRES 


7 eogrege research can contribute 
to the making of many decisions 
which are about to arise as related to 
packages. Hastily constructed, care- 
lessly set up questionnaires and pro- 
cedures will not do. Quizzing housewives 
about a package is a tricky undertak- 
ing; when the housewife is asked about a 
package, she will begin to talk about the 


product itself instead of the package. 

This situation must be overcome. The 
solution must be a practical one. It 
should be so elemental that it will work 
successfully in the hands of thousands of 
part-time residential research workers in 
all sections of the country. When two 
strangers, the interviewer and the house- 
wife, meet and enter into an exchange of 
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questions and answers, the whole per- 
formance is essentially psychological. 

At the moment of contact, the inter- 
viewer will find that the mind of the 
respondent is either busy with some 
interest of her own at the moment or is 
apt to resist any effort by the inter- 
viewer to get her to do some thinking. 
The first problem then is to direct her 
undivided attention to the subject un- 
der discussion. 

As one psychologist has said, “‘close 
listening seems to be one of the hardest 
things in the world and misunderstand- 
ing the easiest.” Therefore, the ques- 
tions asked the housewife should be sim- 
ple, direct, clear-cut, easily understood, 
and intimately related to her experience, 
pride, and prestige. The words used 
should be such that the interviewer and 
the respondent interpret them as nearly 
alike as is possible. The first question 
must preclude any misunderstanding. 

Furthermore, for the sake of insuring 
increasingly progressive understanding, 
it is helpful if each new question adds to 
the clearness of the discussion between 
the interviewer and the respondent— 
rather than to introduce the slightest 
confusion. 


A PACKAGING SURVEY 


For the purpose of one pilot study! we 
chose the packaging of coffee as our sub- 
ject. Many distributors of coffee have 
been obliged to change their method of 
packaging. Millions of housewives have 
had experience with these new and dif- 
ferent packages. The product has been 
unchanged; the only difference is the 
package. Here then was a subject that 


1 A national survey in 81 ‘ities in 36 states to indicate 
the usefulness of marketing research for the packaging 
industry. The findings were analyzed and discussed in 
Modern Packaging, December, 1944 (reprints are avail- 
able from A. S. Bennett Associates, 512 Fifth Ave., 
New York 18), and Business Management, January 16, 
1945. 


should afford an opportunity to explore 
consumer likes and dislikes as to the 
package itself, with the supporting reas- 
ons for their preferences. 

We tried out questionnaire after ques- 
tionnaire before we hit upon one that 
worked. It contained just the following 
seven questions. 

1. Do you have a favorite brand of 
coffee? 2. Before coffee was rationed, do 
you remember how your favorite brand 
was packaged? 3. When coffee was ra- 
tioned, were you 4/ways able to get your 
favorite brand? 4. Are you now able to 
get that same favorite brand? 5. What 
kind of package is it packed in now? 
6. If in different package now, which do 
you like better, the old package or the 
new package, and why? 7. If in same 
kind of package, do you like this pack- 
age? 

Why is this questionnaire effective? 
Take the first question: ““Do you have a 
favorite brand of coffee?” This is an ap- 
peal to the respondent’s pride, prestige, 
and knowledge of her business as a 
housewife. She is a woman of experi- 
ence; she knows her coffee; she is proud 
of her knowledge. We have given her a 
chance to register her personal opinion 
upon a matter on which she feels quali- 
fied to render judgment. Out of 600 
interviews, only 5 housewives failed to 
respond at once with an affirmation and 
the name of their favorite brand. 

If we had started off with the question 
“What is your favorite brand of cof- 
fee?” the psychological reaction would 
have been entirely different. The house- 
wife would have looked upon us as an 
inquisitive stranger prying into her likes 
and dislikes, which she could assume 
were none of our business. Our question 
had a different effect. Here was a ques- 
tion she understood and was glad to 
answer truthfully without reservation. 
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The second question, “Before coffee 
was rationed, do you remember how your 
favorite brand was packaged?” chal- 
lenged the quality of her memory and 
of her personal experience. Only two 
housewives throughout the country 
failed to respond to this question. We 
had now introduced a new aspect, 
“Package,” which she easily under- 
stood. We were getting along satisfac- 
torily. 

The third question, ““When coffee was 
rationed were you always able to get your 
favorite brand?” flooded her mind with 
the various experiences she had been 
through in her recent buying. Over and 
over again for the last three years she 
had gone shopping and sought her favor- 
ite brand of coffee. She knew the answer. 
Only one housewife of all those inter- 
viewed had no answer to this question. 
By this time the interest of the respond- 
ent was growing and the strength of our 
contact with her mind increasing. We 
had now established a psychological rap- 
port. 

The fourth question,‘‘Are you now able 
to get that same favorite brand?” 
heightened her interest. If she was able 
to obtain it, it was an accomplishment 
in which she took pride. If not, she was 
glad of a chance to register her experi- 
ence. Only two housewives failed to 
answer this question. 

Question five, “What kind of a pack- 
age is it packed in now?” was an easy 
one, now that a perfectly clear under- 
standing had been established and all 
resistance had been broken down. Here 
we picked up both of the housewives who 
had failed to answer question two, so 
that not one failed to answer thisquestion. 


CorreE PACKAGE PREFERENCES 


We were now in a position to ask the 
“$64 question”: “Which do you like 


better, the old package or the new pack- 
age and why?” Seven answers out of the 
$95 were evasive or useless. But 588 
housewives responded with “reasons 
why.” This question was the heart of 
the interview. There could be no mis- 
understanding here or the whole study 
would be thrown out. An examination 
of the answers given by the respondents 
reveals an amazing symposium of intel- 
ligent, well-phrased, convincing reasons. 

In our interviewing, we always insist 
that the comments and reasons why be 
recorded in the words of the respondent. 
The quality and the usefulness of these 
replies is indicated in the sample quota- 
tions which follow: 


Preferences For Metal Can 


Texas: “TI still like the metal can best. 
It was sealed and you could always hear 
the “pop” and you knew it was fresh.” 

California: ‘The jars are apt to break. 
The opening is so narrow I cannot get 
my measuring scoop in it.” 

Massachusetts: “I prefer the can be- 
cause when opened the aroma of coffee 
is very fragrant, whereas it doesn’t 
seem to be as strong an odor in the glass 
jars. I liked the cans for other uses too.” 

New York: “I prefer the metal can. I 
can save the cans and send things over 
seas to my nephew in service.” 

Missouri: “I prefer the vacuum 
packed metal can because it absolutely 
sealed in the flavor. On glass jars, I have 
often found that the lids had been 
loosened from jarring and the coffee 
doesn’t have that fresh aroma.” 

Wisconsin: “I prefer the tin can. Some- 
times the children do the shopping and 
if they drop a glass jar, the entire 
contents are wasted. It has happened.” 


Preferences For Glass Fars 


Virginia: “I like glass containers. They 
seem more sanitary and do not change 
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the flavor of goods. The jars are a nui- 
sance to get rid of but that’s a minor 
complaint.” 

Alabama: “It keeps better in glass 
jars. As we both work and eat most of 
our meals out, we have to have coffee in 
a container that keeps it fresh. After tin 
cans are opened, the coffee loses its 
strength.” 

Michigan: “I like the glass jar better 
because it has a top upon which standard 
jar tops will fit. Since I have a large 
family and our food needs are high, I 
can use the coffee jars for canning fruits 
which we grow.” 

Utah: “I can use glass jars to store 
things in the refrigerator and I can see 
what is in the container. I am partial 
to the use of glass jars as containers for 
food.” 

Kentucky: “I'll be frank with you. 
This new glass jar is easier to open, on 
the shelf it is more attractive to the eye, 
and far more sensible because it does not 
permit moisture to get in.” 

North Dakota: “I don’t like the tin 
can with the key strip because it was 
difficult to open. I can now use the jar 
for fruit canning as it can be sealed with 
regular Mason or Kerr lids.” 

New York: “The jars can be put to 
more practical uses than the tin cans. I 
suggest manufacturers package coffee in 
a china jar, using a bright plastic cover. 
Such jars could be used to store flour, 
rice, sugar and other staples—placed on 
the kitchen shelf, they would have 
unity of size and unity of color. Ugly 
and unusable glass containers seem a 
wanton waste where they could be put 
to practical use if more thought were 
given to the design.” 


CONCLUSION 


The worthwhileness of a piece of 
marketing research is naturally affected 
by the dependability of the field work. 


The quality of the field work stems from 
the clarity, directness, and simplicity of 
the questionnaire and the questionnaire 
formula. The questionnaire becomes an 
instrument in the hands of the inter- 
viewer for the purpose of probing the 
mind of the respondents for their hon- 
est, unbiased, factual comments, likes or 
dislikes, or opinions. If it is so worded 
that this is not accomplished, the entire 
operation suffers tremendously, even to 
the point of being absolutely useless. 

The results from a certain survey were 
seriously distorted because the question- 
naire used the word “‘soft drink.” In New 
England, a soft drink is called a “‘tonic’’; 
in Missouri, it is “soda pop”; in other 
sections of the country, it is given other 
names. It is evident, therefore, that in 
some cases not even the interviewer 
was sure as to what was being talked 
about. The only safe procedure to follow 
when preparing a questionnaire for na- 
tional use is to pre-test it nationally on 
a sufficient scale to find out whether or 
not the interviewers understand it and 
how respondents react to it. It took some 
three months’ time and an investment 
of nearly $2,000 to test the workability 
of the formula used in the pilot study 
on coffee packaging. Such a test is cer- 
tainly worthwhile when the decisions 
which will eventually rest upon its find- 
ings may affect a large operation over a 
long period of years. 

The interview itself, of course, is only 
one part of the entire operation. Inter- 
views must be tabulated. In the hands of 
tabulators, the particular questionnaire 
described is simplicity itself. This leads 
to economy, making it possible to con- 
duct such a survey on a large scale with- 
in a limited budget. 

The adjustability of the formula is 
one of its outstanding features. All one 
needs to do is to change the word coffee 
to “tea,” “baby powder,” “dentrifice,” 
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or what not, with a few corresponding 
changes in the nature of the packages be- 
ing used, to secure a wealth of worth- 
while reactions on problems connected 
with the packaging of various products. 

It is evident that if the questionnaire 
is so set up psychologically as to arouse 


and hold the attention and interest of 
the respondent, and if the questions are 
well within her experience and frame- 
work of thinking, that the results may 
attain a high order of dependability. 

ARCHIBALD S. BENNETT 
New York City 


CORRECTION 


On page 68 of the July, 1945 issue of the 
jouRNAL the dollar figures listed under the 


year 1943 for clothing and for food were 


transposed in printing. 
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Editor, RALPH F. BREYER 
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Research completed and in progress is 
classified in this section under the list of gen- 
eral headings given below. Individual items 
are designated by the number of the general 
class into which they fall and, also, by a serial 
number within the class. 

Readers interested in securing copies of the 
publications mentioned in the following pages 
should address their requests to the respec- 
tive publishers—THE joURNAL does not have 
copies for sale or distribution. 

Members of the American Marketing As- 
sociation who are engaged in significant 
pieces of marketing research are urged to 
submit items to the Editors. 


List or GENERAL HEADINGS 


_ 


. Advertising 
2. Selling—Personal 


Commodity Studies 


Industrial Marketing 
Marketing Farm Products 
Marketing Minerals 
Marketing Services 
Producers’ Marketing of Consumer 
Goods 
8. Product Analysis 
9. Consumer Studies 
10. Cost of Marketing 
11. Foreign Trade 


7 PY? 


Functional Marketing 


12. Co-operative Marketing 

13. Credit—Mercantile and Retail 
14. Retailing 

15. Transportation 

16. Warehousing 

17. Wholesaling 
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Government and Marketing 


18. Federal, State, Local Regulation 
19. Taxation 

20. Marketing Theory 

21. Prices and Price Policies 


Statistics 


22. General Market Statistics 
23. Market Area Studies 

24. Research Technique 

25. War—General 

26. Miscellaneous 


1. ADVERTISING 


1.1 First Annual Report on Brands. (New 
York: Fairchild Publications, July, 


1945, 28 PP-> $2.00.) 


By means of mailed questionnaires and in- 
terviews, this survey has assembled the views 
of 138 retailers, 120 manufacturers, and 27 
advertising agencies on the status and out- 
look for branded lines in the women’s fashion 
field. The sample is said to be representative 
of the entire country, the questionnaire 
probed brand opinions quite thoroughly, and 
the results represent a significant contribu- 
tion, as can be seen from a few random selec- 
tions from the study. 

Ninety-four per cent of the retailers han- 
dling women’s fashion lines now carry some 
brands: 70 per cent, national brands exclu- 
sively; 2 per cent, private brands exclusively; 
and 22 per cent, both. Fifty-three per cent of 
the stores carrying national brands plan to 
take on more such brands and 39 per cent 
will make no changes in such brands, 
whereas 34 per cent of the stores with pri- 
vate brands expect to increase such brands 
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and 62 per cent plan no changes. Similar 
percentages are given for 14 product lines, 
together with the reasons for adding, dis- 
continuing, or making no change in brands. 

The approximate percentage of total sales 
of retailers accounted for by branded (both 
national and private) merchandise varies 
from 100 per cent for corsets to 37 per cent 
for millinery. Twenty-nine per cent of the 
reporting manufacturers attached store 
brand labels to some of their merchandise, 
and 1§ per cent plan to enlarge upon this 
practice. Two-thirds of the advertising 
agencies reported that they have means of 
determining customer acceptance of fashion 
merchandise advertising by means of letters 
inquiring where the merchandise can be 
bought, sales records on advertisements, 
and salesmen’s and dealers’ reports. 

Among the postwar “expectancies” shown 
in the study are these: 56 per cent of the 
stores and 70 per cent of the manufacturers 
are planning for increased sales of women’s 
fashion items regardless of brands; over one- 
third of the retailers think no change will be 
made in price lines, less than a third expect 
a downward movement, and about one-tenth 
an upward swing; in contrast, three-fifths of 
the manufacturers expect no change, one- 
twenty-fifth, a downward, and one-fifth, an 
upward trend. Great variations among the 
14 product lines occur, of course, in these 
forecasts. 


1.2 The Advertising Research Foundation, 
Inc. 


The Foundation released a report which 
shows a wartime increase in the reading of edi- 
torials by both men and women. The report 
is a summary of 72 readership studies dating 
from July, 1939. Local and unsigned editor- 
ials average greater interest with men than 
the smart writing or deep thinking, or both, 
of syndicated columnists. Women, however, 
prefer the syndicated output and give their 
preference equally to health advisors and 
New York gossips, with the Hollywood 
product also rating a greater interest than 
editorials. The report shows that 53 per cent 
of the male readers are giving their time to 
wartime editorials. The prewar average was 


41 per cent. Women’s interest in editorials, 
averaging about half as great as the men’s, 
has climbed from 25 per cent to 31 per cent. 
The reading of all advertising also has ap- 
parently increased, but it likewise has shown 
a marked divergence of interest. Men and 
women alike have given somewhat less at- 
tention to local, department store, and 
amusement advertising. National advertis- 
ing, however, is more widely read, and the 
interest in classified notices is also higher. 
The wartime interest in national advertis- 
ing is indicated in the listings of the ten 
leading ads in various fields for the entire 
period. Wartime reading has set records for 
alcoholic beverages, automotive, food, and 
transportation ads, but the records set in 
peacetime still stand for toilet requisites, to- 
bacco products, medications, household ap- 
pliances, soaps and cleansers, and beverages. 
In the total of 72 studies summarized, 46 
were conducted prior to Pearl Harbor and 26 
thereafter. The newspapers ranged in size 
from 18 to 56 pages and in circulation from 
8,570 to 250,000, with combined circulation 
of nearly 6,000,000. The survey was made 
in 65 cities in the United States and Canada. 


1.3 A Comparison of Direct-Mail and Maga- 
zine Cost in Pharmaceutical Advertis- 
ing. F. T. Branch, The Yournal of 
Business of the University of Chicago, 
April, 1945. 

This, the fourth of a series of studies in 
pharmaceutical advertising, tackles the 
problem of measuring the recognition of this 
type of advertising and relating this infor- 
mation to the relative costs of reaching doc- 
tors by alternative media. A stratified sam- 
ple of 238 Chicago doctors were interviewed. 
Each was given a recognition-recall test on a 
sample of direct-mail and publication mate- 
rial. 

The study found, with certain reserva- 
tions, that there was no significant difference 
in the efficiency of direct-mail and publica- 
tion advertisements for reaching the special- 
ists, but that general practitioners are more 
attentive to the publication media. However, 
direct-mail is somewhat more successful in 
retaining reader attention. All evidence indi- 
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cated that general practitioners are a more 
receptive audience for pharmaceutical ad- 
vertising than are specialists. 

Direct-mail was found to be consistently 
from 3 to § times as expensive as the publica- 
tion media (Fournal of the American Medical 
Association and Modern Medicine) in terms 
of reported recognition. This does not mean 
that direct-mail expenditures are necessarily 
unwise because the study measured effec- 
tiveness ‘“‘only in terms of recognitions and 
reader interest, whereas sales results are the 
only true criterion in evaluating a medium.” 


1.4 Continuing Study of Transportation Ad- 
vertising. (New York: The Advertis- 
ing Research Foundation, Inc., Mim- 
eographed Releases.) 

Studies No. 1 (Newark, New Jersey) and 
No. 2 (New Haven, Connecticut) under this 
program, which is largely financed by the 
National Association of Transportation Ad- 
vertising, have been completed. Detroit and 
Cleveland are to be covered next. The New- 
ark study is said to be the first to apply a 
standardized yardstick for the measurement 
of transportation advertising. It shows the 
number of people who saw specific advertise- 
ments during a 30 day period. Moreover, it 
is based on an extraordinarily large sample 
constructed by a new and improved method 
of sample randomization. The controlled 
recognition method is used and sample per- 
centages are projected to actual total audi- 
ences. Subsequent reports are to follow the 
methods employed for the Newark survey. 


1.5 Who Influences Whom—It’s Same for 
Politics and Advertising. Paul F. 
Lazarsfeld, Printers’ Ink, June 8, 
1945. 

As a result of his well-known Sandusky, 
Ohio, political poll, Dr. Lazarsfeld states that 
both political and advertising campaigns 
have three kinds of effects. The preserving 
effect, the most frequent one, is found in 
people who are already doing what you want 
but need to be reassured that this is the 
right thing to do. Less frequent is the con- 
version effect that mzkes people buy or do 
what they had not bought or done before. 

In the middle stands the activating effect: 


“Many people by their background and ex- 
perience are predisposed to one party or to 
one product or another, but it needs special 
promotion to bring these predispositions to 
their own awareness and make them act ac- 
cordingly. For advertising this activating 
effect clinches the sale.” Study of the ac- 
tivating effect shows that the so-called 
“opinion leaders” play a dominant part in 
the process by which people make up their 
minds. These leaders are found in all social 
strata, and Dr. Lazarsfeld throws some in- 
teresting light on them, as for example, his 
findings that the worker or wage earner is 
most influenced in his opinions by leaders of 
his own class. 


1.6 NAB Describes Retail Radio Test. Pa- 
tricia Murray, Printers’ Ink, June 1, 
1945. 


The National Association of Broadcasters 
has succeeded in applying the findings of the 
radio survey completed under its aegis in 
1942 to a large San Antonio, Texas depart- 
ment store. The store agreed to allot 20 per 
cent of its advertising and promotion budget 
for the radio experiment. A study of the cus- 
toms, modes of living, shopping habits, and 
desires of San Antonio people was made. 
The strong and weak points of the store were 
then examined. 

Based on this information five objectives 
for the radio campaign were established: to 
give greater identity and further individual- 
ity to the store; to establish the store as a 
leader in civic and educational accomplish- 
ments of Texas women; to set up programs 
that would have appeal to young married 
couples, as well as programs for and about 
boys and girls; to establish the store as a 
source of “news” about the newest; and to 
sell the store as a fashion store and also a 
store for all the people of Texas. 

Programs were set up, and a radio director 
was appointed to correlate all promotional 
activities of the store with the radio pro- 
grams. The schedule has run 13 weeks. After 
the second 13 weeks an attempt to measure 
sales effects will be made. A list of 17 ques- 
tions to be used to test a specific retail radio 
advertising program is appended to the arti- 
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cle. The authors stress the fact that flexibil- 
ity is essential to successful retail radio ad- 
vertising. 


1.7 University of Chicago. 


1.7.1 An Empirical Study in Maximizing the 
Productivity of the Advertising Appropria- 
tion. Maxwell Ule. Ph.D. thesis, in progress. 


1.7.2 A Study of the Influence of Frequency 
on Recall of Advertising. Miriam E. Rosen- 
bloom. Report, in progress. 


2. SELLING—PERSONAL 


2.1 What’s Ahead in Paying Salesmen. 
(Chicago: McClure, Hadden & Ort- 
man, Inc., 1945, pp. 39.) 


This is a survey of the methods of com- 
pensating salesmen used by representative 
manufacturing companies in all important 
fields. How many firms were covered is not 
indicated. 

Experience with past and present com- 
pensation plans is reported in Part I. The 
salary, plus bonus or commission, plus ex- 
pense plans have shown a very decisive trend 
upward. Most companies fail to exercise ade- 
quate controls over salesmen’s expenses, and 
less than half of the companies provided in- 
centives for expense economy. In 1941, about 
four out of five salesmen routed themselves 
and two out of five did not secure company 
approval of their routing. Only 37 per cent 
of the companies used market analysis in es- 
tablishing 1941 quotas. 

What executives think about some of the 
fundamental questions involved in paying 
salesmen is presented in Part II. Nearly two- 
thirds of the companies using the straight 
commission form of compensation believed 
that it is satisfactory in the long run. About 
three out of five sales executives indicated 
that the value of a salesman’s services should 
be determined by an accurate evaluation of 
his job, while only one in ten of these execu- 
tives believed that the value of the salesman’s 
services should be determined by “the mini- 
mum for which we can get the men we want.” 

About one-half of the executives expressed 
the opinion that there should be a top limit 
on the amount of bonus payable to a sales- 
man. Annual bonus payments were favored 


over the shorter bonus payment periods, but 
one out of every three executives indicated 
that bonus payments should not be tied up 
directly with performance against the sales 
quota. Eighty-eight per cent of the execu- 
tives were of the opinion that volume should 
not be the sole factor in determining the 
bonus. Profit factors and policy factors, it 
was believed, should also be taken into con- 
sideration. 


2.2 Can We Cut Costs by Reducing Non- 
selling Chores for Salesmen? James H. 
Collins, Sales Management, July 1, 
1945. 

The first question to be answered is: What 
is selling time? One group defines it as fol- 
lows: “Time spent in direct contact with 
customers, or prospective customers, for the 
purpose of selling merchandise or company 
policies. This includes time spent in studying 
customers’ operations, credit status, account 
record, or other planning. Thinking or con- 
sultation with others is an aid to the best 
approach. Also, time devoted to writing of 
orders, arranging for special delivery, draw- 
ing up any document necessary to the deal, 
writing leters requesting information or 
other necessary paper work.” 

The table below shows 13 types of non-sell- 
ing work found by one company in a study of 
three branches with 28 salesmen, and the av- 
erage hours per man per month spent on 
each. 


Hours 
1. Records—upkeep 2.0 
2. Records—compilation 2.0 
3. Records—miscellaneous 0.5 
4. Branch sales meetings 8.0 
5. Paperwork on collections 0.5 
6. Reading circularsand other mail 2.0 
7. Answering mail 4.0 
8. Miscellaneous office work 2.0 
g. Calls made on complaints 1.0 
10. Gathering competitive samples 1.0 
11. Surveys-information for 

branch manager 10.0 

12. Collection calls outside sales 
contacts 5.0 
13. Calls to check equipment 0.5 


The group of Los Angeles sales managers 
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which has been studying this problem has 
streamlined sales meetings, and has done 
away with that “sacred white cow’—the 
daily report. 


3. INDUSTRIAL MARKETING 
3-1 Mill Supplies 


The September issue presents the results 
of a survey of industrial distributors’ sales- 
men. In addition to those personal charac- 
teristics which are more or less intangible and 
inherent, there are a number of other aspects 
of successful selling that are especially sus- 
ceptible of improvement on the part of the 
individual salesman. Foremost among them 
are knowledge of product, knowledge of cus- 
tomers, knowledge of market, systematized 
sales effort, and sales analysis. 

The purpose of the survey is to find out 
how successful mill supply salesmen went 
about developing these aspects and to an- 
swer other pertinent questions such as: What 
are the channels through which product 
knowledge may be improved? What does this 
improved knowledge mean to the salesman in 
terms of increased sales? The survey also 
presents the tools, devices, and records used 
by successful salesmen in analyzing their 
sales by customers, territories, and lines. By 
revealing how good industrial salesmen have 
developed their effectiveness along these 
lines, and by showing what it has meant in 
terms of increased sales, salesmen are pre- 
sented with a blueprint of the avenues for 
self improvement open to them. 


3.2 McGraw-Hill Publishing Co. 


3.2.1 A survey on Electronic Applications in 
Industry was undertaken in the latter part of 
1944 to determine the present and potential 
use of electronic devices in industry for other 
than communication purposes. Questions 
were directed to all types of individuals in 
manufacturing and service industries. 

The survey consisted of two major parts. 
The first determined the number, type, and 
application of electronic devices in use. The 
second provided a maximum of three of the 
important problems facing the particular 
plant replying—problems which have not 
been solved to their satisfaction and which 


might be better solved by electronic devices. 
These problems have been described as po- 
tential applications in the report. In many 
cases solutions of these problems could be ef- 
fected by mechanical, electrical, hydraulic, 
or other means. 

Nineteen thousand questionnaires were 
mailed. Seven hundred and ninety-six replies 
were received, a response of 4.2 per cent. The 
returns came from the larger than average 
plants. A grand total of 16,805 devices were 
reported in use in 796 plants. 

The report presents a number of comments 
in the language of those individuals who 
returned questionnaires. From these com- 
ments, manufacturers of electronic devices 
may obtain some measure of the need for 
education of industry with regard to this 
field. Information on the market for elec- 
tronic devices, industry by industry, may be 
secured from the tabulations. A further in- 
terpretation of the market is furnished 
through a detailed listing under each func- 
tional subdivision of the products manufac- 
tured by the reporting firm. 

The survey, for the first time, defines the 
field of industrial electronics—and defines it 
in terms of actual devices now in use and the 
problems of industry that electronic devices 
might help solve. 


3.2.2 A Materials Survey, in eleven volumes, 
is a study of the trends in applications and 
uses of twelve materials of fabrication: alum- 
inum, copper and brass, glass, magnesium, 
plasters, plywood, powdered metal, natural 
rubber, synthetic rubber, alloy steel, stain- 
less steel, and zinc. Case history information 
is provided on the use of the various mate- 
rials by industries. Data regarding manufac- 
turers’ uses of these materials in the future 
are also presented. The volumes are now be- 
ing distributed through the McGraw-Hill 
district offices. 


4. MARKETING FARM PRODUCTS 
4.1 What’s Ahead in Pre-Packaged 
Produce. Super Market Merchandis- 
ing, July, 1945. 
The first of a series of four articles in pre- 
packaging of fresh fruits and vegetables pre- 
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sents one table giving the estimated percent- 
age of waste of various commodity groups in 
different stages of distribution and use, and 
another that shows weight-loss and saleabil- 
ity experience of the A. & P. chain for a num- 
ber of refrigerated, prepacked vegetables. 
While supermarket operators would prefer 
that prepacking be done by prior handlers, it 
may well be that some will do so themselves 
if prior handlers fail them because: (1) the 
produce department is a major part of their 
profitable business; (2) selling unpackaged 
fresh produce on a self-service basis often 
involves excessive waste due to mishandling 
by customers, shrinkage, trimming, and 
weighing, and wrapping and pricing difficul- 
ties; (3) the sales of fresh fruits and vegeta- 
bles must keep up with those of canned prod- 
ucts if this department is to hold its own. 


4.2 Bureau of Agricultural Economics 


4.2.1 An unpublished study entitled Fruit 
and Vegetable Concentration Markets in 
North Carolina, South Carolina, Georgia, and 
Alabama is being revised and brought up-to- 
date for early publication. The study was 
conducted under cooperative agreements be- 
tween the Bureau and the experiment sta- 
tions of the four states. The study will pre- 
sent an analysis of the existing concentration 
markets for fruits and vegetables with regard 
to their organization, financing, design, and 
sales methods. Recommendations for im- 
provement of existing facilities, and a fore- 
cast of changes which may result from devel- 
opments such as consumer packaging and air 
transportation, will be included. 


4.2.2 The Bureau will cooperate with the 
New England Research Council and the 
Massachusetts Agricultural Experiment Sta- 
tion in a study of milk supply and disposition 
in the large secondary markets of Massachu- 
setts. Markets selected for study are Worces- 
ter, Springfield, Lowell-Lawrence, New Bed- 
ford, and Fall River. Objective of the study 
is to outline supply areas for these markets 
in order that data may be made available 
to those interested in improving milk 
marketing conditions. Allen MacLeod, Bu- 
reau agent at Storrs Agricultura! Experi- 


ment Station and Executive Secretary of the 
New England Research Council, will repre- 
sent the Bureau in the study. Results will be 
published jointly by the Council and the 
Massachusetts Agricultural Experiment Sta- 
tion. 


4.2.3 Together with the New England Re- 
search Council on Marketing and Food Sup- 
ply and the Connecticut Milk Administra- 
tion, the Bureau cooperated with the Storrs 
Agricultural Experiment Station in the prep- 
aration of a report entitled Some Recent 
Developments in the Connecticut Milk Mar- 
kets. Part I of the report, by Allen MacLeod 
and D. A. Clarke, Jr., analyzes the state’s 
milk production and consumption trends. 
Part II, by D. O. Hammerberg and W. G. 
Sullivan, deals with the emergency milk pur- 
chase program carried on by Connecticut 
dealers in November and December 1943. 
The report was published by the Storrs Agri- 
cultural Experiment Station. 


4.3 Research in Milk Marketing: A Review. 
Leon J. Steck, Fournal of Farm Eco- 
nomics, May, 1945. 


In this ten-page article the author points 
out that “for a number of years research 
workers in milk marketing have been en- 
gaged in studying measures for ‘rationaliz- 
ing’ the city distribution and the country 
handling of milk, and in computing the pos- 
sible savings incident to the adoption of these 
measures.” He argues that these studies have 
not made a constructive and meaningful 
“contribution toward an effective means of 
bringing about a lower price for milk to con- 
sumers, or a higher price to farmers, or to- 
ward the establishment of a sound social pol- 
icy with respect to the milk industry.” 

The author presents and briefly discusses 
his reasons under the following heads. 1. The 
possible technical economies are subject to 
the limitations of the principle of the econo- 
mies of large-scale production and of com- 
bination. Moreover, many small plants have 
lower costs and therefore lower selling prices 
than have the larger plants. 2. Suggested 
plans, such as allocation of producing areas, 
reorganization of the milk trucking system, 
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and the like, will not result in greater “effi- 
ciency” from the standpoint of economies. 
3. Many plans for a “rationalized” system of 
distribution of milk involve the establish- 
ment of monopoly or limited monopoly. Al- 
though regulated by the government and 
not privately controlled, such extension of 
monopoly is not justified. The author points 
out that it is likely that local or state agen- 
cies would probably be the instruments of 
direction, and their means and facilities for 
carrying out an effective program of monop- 
oly control would be very limited. 

The author agrees that there is undoubt- 
edly room for improvement in the milk mar- 
keting organization, with attendant possi- 
bilities of lower costs of handling milk but, 
he claims, they do not lie in the rationaliza- 
tion of the industry but rather in the creation 
of conditions which are favorable to, and 
which encourage, price competition among 
milk distributors. 


4-4 Agricultural Marketing Programs After 
the War. Frederick V. Waugh, Yournal 
of Farm Economics, May, 1945. 


The thesis of this thought-provoking ar- 
ticle is that our prewar agricultural market- 
ing programs will be inadequate in the post- 
war period. The marketing programs of the 
colleges and various government agencies 
will have to be expanded and strengthened 
with a complete change in emphasis. It is 
the author’s opinion that we will need more 
research, education, services, and regulation 
after the war, but we will need much more 
than that. “Public agencies should take 
greater responsibilities for determining the 
prices of farm products, for improving nutri- 
tion, for helping develop better physical fa- 
cilities for processing and distribution, and 
for developing and promoting more efficient 
methods of marketing.” 

Such a statement calls for a much more de- 
tailed and complete support than the author 
is able to present in this brief article. He com- 
ments on some of the reasons for such a pro- 
gram and mentions some of the vehicles by 
which such a program can be initiated and 
maintained. 


8. PRODUCT ANALYSIS 


8.1 Bureau of Foreign and Domestic Com- 
merce 


A Check List for the Introduction of New 
Industrial Products has recently been pub- 
lished and is available free on request. It is a 
revision of an earlier check list prepared in 


1937- 


9. CONSUMER STUDIES 


9.1 Homemaking and Appliances. (New 
York: The Crowell-Collier Publishing 
Company, 1945, pp 53-) 

Women in this study are classified into 
three types: the true housewife, the career 
woman, and the balanced homemaker. The 
interests of the true housewife are monopo- 
lized by her home, the career woman (or po- 
tential career woman) hates housework, and 
the balanced homemaker has an interest 
both in the world outside the home and in 
managing a well-run household. 

In a survey of attitudes toward specific 
household tasks, dish-washing was indicated 
as being the most disliked. Furthermore, 
only 12 per cent of the women thought that a 
dishwashing machine would relieve them of 
enough work to be worth the cost. Cooking 
was the least disliked of the household tasks. 

Seventy per cent of the women had an 
electrical refrigerator and 94 per cent of these 
reported that it was giving satisfactory serv- 
ice. Thirty-two per cent were planning to buy 
a new refrigerator. Ranges were not giving 
quite as satisfactory service as were re- 
frigerators, but about the same percentage 
were planning to buy a range. 

Thirty-five per cent of the owners of vac- 
uum cleaners with attachments did not find 
the attachments useful. Sixty-eight per cent 
of the women surveyed want less noise in 
their next vacuum cleaner. 

It is concluded that women want more 
comfort in their housework, automatic con- 
trols, detailed instruction, information on 
care of their appliances, less noise, relief 
from dirt and uncleanliness in housework, 
completeness in electrical appliances, elimi- 
nation of unnecessary movements in doing 
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housework, and a feeling of achievement and 
intelligent planning. 


9.2 Postwar Purchase Plans of Wage Earn- 
er Wives. Everett R. Smith. (New 
York: McFadden Publications, Inc., 
1945, PP- 9-) 

What wage earner wives think they will 
buy in the postwar period is indicated in this 
report. Changing economic conditions may 
alter their plans as may also effective adver- 
tising campaigns. 

Of the wives who were planning purchases, 
two out of five intended to buy a vacuum 
cleaner, three out of eight expected to buy 
washing machines and radios, and about one 
out of three planned to buy a mechanical 
refrigerator. About three out of ten will 
purchase rugs. Less than half of those who 
will buy rugs, vacuum cleaners, gas ranges, 
ironers, and water heaters indicated that 
they intended to buy a particular brand. In 
the case of rugs, about one out of six had a 
brand preference, about one out of five had a 
preference for a type of construction, and five 
out of eight indicated that they had no choice 
of either brand or type of construction. 

About two out of five will obtain a new 
home following the War, and of these one- 
half expect to buy the home rather than have 
it specifically built for them. About 56 per 
cent intend to pay less than $5,000. 

The wage earner husbands were asked 
how they would pay for their purchases. Of 
those answering, more than one-half expect 
to buy their home and automobile on the in- 
stalment plan. Only one out of four of the 
husbands and wives had a negative reaction 
to instalment buying. 

How many people answered the question- 
naire on which this report is based is not in- 
dicated, nor is the time when the information 
was gathered. 


9.3 Urban Housing Survey. (Philadelphia: 
The Curtis Publishing Company, 
1945.) 

A comprehensive study covering the hous- 
ing plans and intentions of urban families. 

The study includes data on the number of ur- 


ban families who plan to own homes and on 
the modernization, improvement, and repair 
of houses by home owners. Preferences for 
various types of material and equipment are 
indicated and the probable timing of this 
market is shown. Other sections are devoted 
to urban families’ opinions of new building 
developments, including prefabrication, and 
to their opinions of the building industry. 
Also discussed are various sales problems and 
opportunities of the building industry based 
upon survey findings. 

The survey represents a national cross-sec- 
tion sample of urban white families, both 
owners and tenants, in all income levels. It is 
based on interviews with over 4,000 families 
located in 35 states and 118 cities having 10,- 
000 population or more, and is complete with 
tables and charts of supporting data. 


9.4 McCall Corporation 


The American Woman’s Home of Tomorrow 
is the title of a study just completed on con- 
sumers’ building plans and house-preferences. 
It presents the results of the 1944 McCall 
Architectural Home of Tomorrow Contest, 
answering the question “What type of house 
do people want?” The 1o-page form was an- 
swered by 18,580 women. 

The study is presented in three parts. The 
first, on Architectural Preferences, gives the 
over-all vote on traditional and modern 
houses, the reactions to one- and two-story 
houses, the occupations of the contestants, 
and whether they expect to buy or build new 
houses. The second part is on Remodeling 
Plans, and the third is entitled the New 
House. 


9.5 Bureau of Foreign and Domestic Com- 
merce 


A study of the Pattern of Expenditures for 
Urban Residential Repair and Maintenance 
has been completed and is ready for publica- 
tion. The report is designed to give a better 
basis for estimating dollar expenditures for 
residential repair and maintenance and to 
provide manufacturers and distributors of 
building materials with a means of analyzing 
their markets. 
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9.6 The Candy Consumer—How Much Will 
He Buy in the Postwar Period? Gideon 
Hadary, The Fournal of Business of the 

University of Chicago, April, 1945. 


This article summarizes the result of a 
market research study conducted at the 
University of Chicago and discusses antici- 
pated postwar takings in the light of the 
findings of the survey. One per cent of the 
inhabitants of South Bend and Mishawaka, 
Indiana (564 families) were interviewed in 
the spring of 1942. 

The significant results of the study are: 
1. About one-half of the families usually had 
candy at home; 2. The proportion of the con- 
sumers reporting that they usually had 
candy at home varied with family income, 
1.e., 39 per cent in the lowest income group 
and 57.6 per cent in the highest income 
group; 3. There is a direct relationship be- 
tween the number of children in the family 
and candy consumption; 4. There is evidence 
that the liking for candy is in inverse rela- 
tionship to age. Assuming that these rela- 
tionships are representative of all urban com- 
munities, the author uses them as a basis for 
describing the potential postwar market for 
candy. 


9.7 Bureau of Agricultural Economics 


A preliminary draft of the report on con- 
sumer reactions to dry milks in Houston, Texas 
has been completed. The data on which the 
report is based were obtained in a survey 
which covered a cross section of Houston 
housewives and retail grocers, including 
chain store executives. A summary state- 
ment, abstracted from the main report, was 
published in the June issue of The Marketing 
and Transportation Situation. 


9.8 University of Chicago 


A Pilot Study of Consumer Attitudes To- 
ward Ice Cream. Frank E. Walsh. Report, in 
progress. 


9.9 Wartime Food Purchases. Lenore A. 
Epstein, Monthly Labor Review, June, 

1945. 
“Tn the fall of 1944, just prior to the cur- 
rent meat shortage, the diet of city families 


compared very favorably with the diet of 
families with similar incomes in the spring of 
1942. The lowest income groups, in particu- 
lar, bought more meat, milk, sugar, flour and 
bakery goods than in 1942 when the drain of 
war needs on the civilian food supply had 
barely been felt. Purchases of fruits and veg- 
etables declined but the total consumption of 
these items was supplemented by increased 
home production. At the highest income level 
the amount of meat, butter, and cheese ob- 
tained was smaller than in 1942, despite a 
greater food expenditure. 

“The improved diets of the lowest income 
families meant a very heavy drain on family 
resources with food outlays taking about 70 
per cent of their income as contrasted with 50 
per cent in 1942. Food costs presented an 
especially serious problem for large families, 
not only in the lowest income group, but at 
income levels up to $3,000. In the upper por- 
tion of the income scale, the average family 
paid considerably more for food in the later 
period, despite smaller purchases.” 

Tables, giving the data for both the spring 
of 1942 and the fall of 1944, show results by 
product lines and individual products, by 
family income and family size, and by size 
and regional location of cities. 


9.10 Negro Incomes and How They Are 
Spent. Salesmanagement, June 15, 
1945. 

One table gives the Negro population and 
this population’ s total and per capita buying 
income in 1943 for the $0 cities leading 1 in 
Negro inhabitants. The per capita income 
varies from $1,400 in Omaha, Nebraska, to 
$390 in Jackson, Mississippi. Another table 
shows estimates of the aggregate national ex- 
penditures made by Negroes for 20 family 
budget categories for the years 1920, 1929, 
1935, 1941, and 1943. The tables were pre- 
pared by David J. Sullivan, Negro Market 
Consultant, New York City. (See also jour- 
NAL OF MARKETING, July, 1945.) 


10. COST OF MARKETING 
10.1 Bureau of Agricultural Economics 


10.1.1 A preliminary draft of a report on 
marketing margins for butter has been com- 
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pleted. The report presents detailed data on 
the different channels through which butter 
moves from producers to consumers, analyzes 
the relative importance of each operation 
and each agency, and suggests methods by 
which marketing costs might be reduced. 


10.1.2 A preliminary draft of a report on 
Marketing and Manufacturing Margins for 
Tobacco has been completed and is now being 
reviewed by other agencies. 


10.1.3 A report completely revising and ex- 
tending series dealing with farm-retail price 
spreads for farm food products and entitled 
“Price Spreads Between Farmers and Con- 
sumers for Food Products”’ is being printed. 


10.1.4 A preliminary draft of the report on 
Marketing Margins and Costs for Fresh Fruits 
and Vegetables was completed and has been 
submitted for review. A summary statement 
abstracted from this report was published in 
the May issue of The Marketing and Trans- 
portation Situation. 


14. RETAILING 


14.1 Will National Brands be More Impor- 
tant in the Department Store of the 
Future? Joseph Lorin, Yournal of Re- 
tailing, April, 1945. 


Before the war national brands made slow 
progress in department stores because the 
stores: (1) felt that their own reputation was 
as good, if not better, than the brand’s; (2) 
believed it unsound to build good-will for an- 
other’s brand which could be turned over to 
a competitor; (3) saw numerous national 
brands sold indiscriminately, regardless of 
store character; (4) considered mark-ups on 
national brands insufficient; (5) did not want 
manufacturer dictation of selling prices; (6) 
found national brands often did not fit es- 
tablished price lines, and (7) found that their 
buyers felt that such brands circumscribed 
their buying and reduced the buyer’s impor- 
tance. 

Now that merchandise shortages have 
brought numerous national brands into de- 
partment stores, the author believes that, al- 
though weaker brands may be weeded out, 
nationally branded lines will be in a stronger 
position postwar than ever before. It is to the 


department store’s interest to adequately 
stock brands having consumer acceptance 
and demand. With more attention to com- 
modity costing, it will become clear that 
national brands have adequate markups. 
“The solid substantial cushion of regular 
merchandise sold at regular prices is the 
foundation on which the store’s final black 
figures rest,” and here is where the national 
brand can play an important role. Further- 
more, the war has made consumers more 
aware of such brands, and with their ability 
to command higher prices in many lines, 
brands can help to increase the size of the av- 
erage sale. 


14.2 Mail Order Houses Plan for Postwar 
Sales Boom. Robert Murray, Jr., 
Advertising Age, July 16, 1945. 


Mail order firms may within a few years 
double their present sales figures and increase 
their share of national retail sales. Both the 
retail stores and the mail order divisions of 
the large houses will sell increasing amounts 
of nationally advertised brands. Sears and 
Ward are to enlarge many of their depart- 
ment stores and to add new ones. 

There is also to be a large increase in their 
farm stores, located in small cities and towns, 
which carry work clothing, “general store” 
merchandise, seeds, farm machinery, and the 
like. Many of these stores will include auto 
service station facilities, restrooms, and res- 
taurants. If the larger houses are to expand 
much more, they will probably have to enter 
the manufacturing field if they have not al- 
ready done so. 


14.3 The Curtis Publishing Company. 


A study entitled The Independent Grocer, 
now available in printed form, represents a 
cooperative venture on the part of the Na- 
tional Association of Retail Grocers and The 
Saturday Evening Post. This is the first of a 
series of continuing studies to be made under 
this joint sponsorship. 

The study, according to the foreword, can 
logically be divided into three parts: first, a 
bird’s-eye view of operating characteristics of 
independent grocery stores; second, an anal- 
ysis of some of the functions, services, and 
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merchandising practices which the grocer 
performs; third, an analysis of certain plans 
which he is making for postwar operations. 
In the first section, a description of the sam- 
ple is given, covering such factors as type of 
operation, length of time in business, mem- 
bership in cooperatives, number of days 
operated per week, and the number of hours 
stores are open to the public. The number of 
employees engaged in various functions is 
also given. 

The sales volume of these stores is ana- 
lyzed to show the volume of business done 
in fresh fruits and vegetables, meats, dairy 
products, bakery products, canned goods and 
groceries, as well as others. The extent to 
which the retail grocer has gone in for the 
merchandising of such other products as 
razor blades, hand lotions, tooth brushes and 
tooth pastes is shown. Also, the merchandis- 
ing practices of the retail grocer in using 
manufacturers’ window display material are 
reported. 

The section dealing with postwar plans of 
the independent grocer will prove of interest 
to all those dealing with grocery store distri- 
bution. Such subjects as the intention of the 
merchant to promote more aggressively na- 
tionally advertised products are presented. 
This intention is weighed against the extent 
to which the grocer has indicated that he will 
be interested in a larger number of private la- 
bel brands than now stocked. 

A limited number of copies are available. 
Requests should be made to the National 
Association of Retail Grocers, 360 N. Michi- 
gan Avenue, Chicago 1, Illinois, or to The 
Saturday Evening Post. 


14.4 Facts in Food and Grocery Distribu- 
tion. (New York: The Progressive 
Grocer, 1945, pp. 23.) 


The sales of grocery and of grocery and 
meat stores are estimated to have been 40 
per cent greater in 1944 than in 1941. For the 
three year period following 1941, the sales of 
independents are estimated to have increased 
50 per cent while those of chains increased 
only 22 per cent. Of the total business done 
by all stores in 1944, independents were re- 
ported to have done 67.4 per cent. 

The number of stores declined somewhat 





during the first half of 1944, but during the 
last half openings slightly exceeded closings, 
and it is anticipated that the number of 
stores will now continue to increase. The 
number of new stores opened by GI’s is ex- 
pected to be about 50,000, and war plant 
workers with substantial savings are ex- 
pected to account for a number of openings. 
The information for 1944 is followed by ta- 
bles based on the 1939, 1935, and 1929 Cen- 
sus material. 


14.5 Supplies of Food in Independent Retail 
Stores, March, 1945. Monthly Labor 
Review, May, 1945. 


Each month since March, 1944, the Bu- 
reau of Labor Statistics has ascertained from 
independent retail food stores in 56 large 
cities the number having no stocks of a se- 
lected list of food products on the day of the 
survey, and the number of days in the pre- 
ceding week on which they were also without 
stocks of these foods. Starting in January of 
this year, estimates on how long the supplies 
would last have also been collected. The list 
covers nine kinds of meats, five products in 
the fats and oils category, and nine processed 
foods. The two tables show many large 
month-to-month differences in the percent- 
age of stores out of stock and also marked 

variations in such percentages among the 
eight geographical regions. 


14.6 Super Markets in the United States. 
(Philadelphia: The Curtis Publishing 
Company, 1945, pp. 13.) 

A super market in this report is defined as 

a self-service retail store dealing primarily in 

food and grocery store products and having 

a minimum annual sales volume of $250,000. 

The total number of these stores in the 

United States as of October 1, 1944 was 

8,746. Of these about one-fourth were in the 

two states of New York and California. 

About one-fifth of the total number were 

located in cities of 500,000 or more popula- 

tion. 


14.7 Bureau of Foreign and Domestic 
Commerce. 


A study of Drug Store Layout and Modern- 
ization is being prepared. 
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14.8 WAB Describes Retail Radio Test. 
Patricia Murray, Printers’ Ink, June 
1, 1945. 
(See 1.6). 


14.9 Opportunities in Retail Trade for Serv- 
ice Men. A. M. Sullivan and R. L. 
Tebeau. (New York: Dun and Brad- 
street, Inc., 1945, pp. 40.) 


An outline of the opportunities, rewards, 
and risks which retail trade will provide for 
those veterans “‘who will enter lines of activ- 
ity in which they are peculiarly fitted by ex- 
perience, training, inclination, and tempera- 
ment.” Seven tables of operating ratios of 
“straight” retail grocery stores are ap- 
pended. 


15. TRANSPORTATION 
15.1 Dun and Bradstreet, Inc. 


To indicate the potential traffic on a pro- 
posed air transport route, the Marketing and 
Research Service has prepared for an air 
transport company lists of the concerns 
with main offices in a metropolitan area hav- 
ing branches in specified cities along the 
proposed route. The lists were compiled by 
reviewing the names in Dun and Bradstreet’s 
records. 


21. PRICES AND PRICE POLICIES 


21.1 Multiple Discounts Giving Away to 
Net Prices to Industrial Buyers. /n- 
dustrial Marketing, June, 1945. 


Many manufacturers in the industrial 
market are dissatisfied with multiple dis- 
counts. They do not permit publication of 
prices in advertisements, and, where they 
vary between distributors, it enables the 
high-discount house to undersell the less for- 
tunate distributor. Yet, since such variations 
are largely due to significant differences in 
the services (especially the carrying of 
stocks) of distributors, they are likely to per- 
sist unless a manufacturer can market en- 
tirely through houses rendering a standard 
distributor service. A few producers are 
thinking of using quantity discounts to en- 
courage dealers to carry more adequate 
stocks. 

While the great majority of manufacturers 


who responded to the inquiries made by 
Industrial Marketing sold f.o.b. factory, a 
minority quoted delivered prices, with the 
freight differential equalized for all terri- 
tories east of the Rocky Mountains. Due to 
the expansion of industry in that section, one 
manufacturer is considering the elimination 
of the usual added freight differential to the 
Far West. Most significant is the fact that 
many manufacturers reported they have dis- 
carded the multiple discount system in favor 
of making list prices net to the final con- 
sumer. A table of trade discounts for some 20 
industrial products appears in the article. 
The findings are the result of a questionnaire 
survey by Industrial Marketing. Unfortu- 
nately the size of the sample surveyed is not 
stated so that it is not known whether the 
results are representative of any section of 
the industrial market. 


22. GENERAL MARKET STATISTICS 
22.1 Bureau of the Census 


In May, 1945, the Bureau made a sample 
survey of consumer income for the year 1944: 
Approximately 6,000 households were inter- 
viewed in selected sample areas which are 
representative of the whole United States. 
Information was obtained on wages and 
salaries, income from self-employment and 
farm operations, income from rents, allot- 
ments from armed forces, interest and divi- 
dends, and other sources of non-earned in- 
come. The survey was made in connection 
with the Bureau’s regular monthly enumer- 
ation of a sample of households for purposes 
of preparing estimates of employment, unem- 
ployment, and related statistics. 

The tabulations of the results are now in 
process and will be completed within a few 
months. Estimates will be made of the dis- 
tribution of individuals and families in the 
United States by amount of income received 
during the year, classified by types of income 
and by characteristics of the individuals and 
families. 


22.2 Bureau of Foreign and Domestic Com- 
merce 


22.2.1 Statistics of Income by States, for 
1944, are being prepared, together with re- 
visions of prior 1942-43 estimates, as indica- 
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tors of movements taking place in over-all 
economic activity of geographic divisions of 
the country. The data are being assembled 
from records of Social Security, Bureau of 
Internal Revenue, and the Departments of 
War, Navy, Labor, and Agriculture. 


22.2.2 The Business Statistics Unit of the 
Bureau is at present engaged in several 
studies which will be of aid to management 
in both the reconversion and postwar peri- 
ods. The Unit has for some time been de- 
veloping and applying techniques of project- 
ing the trends of general business conditions. 
An analysis of the economic trends during 
1945 appears in an article in the July issue of 
the Survey of Current Business. This article 
discusses the probable magnitude of national 
activity in 1945 with some indication of 
economic tendencies in 1946. 


22.3 Automobile Facts and Figures. (De- 
troit: Automobile Manufacturers As- 
sociation, 1945, pp. 64.) 


Since no edition of this booklet was pub- 
lished in 1944, the present edition is designed 
for both the years 1944 and 1945. The first 
part presents by chart and table the con- 
tribution of the automotive industry to the 
conduct of the War. The second part con- 
tinues the statistical series which were pre- 
sented in earlier editions. 


24. RESEARCH TECHNIQUE 


24.1 Circulation and Readership Measure- 
ment Takes a New Form. D. B. 
Lucas, Printers’ Ink, May 4, 1945. 


There have been four stages in the de- 
velopment of audience measurement. In the 
first stage, inaugurated by George P. Row- 
ell’s American Newspaper Directory in 1869, 
audience was the equivalent of circulation, 
which latter was taken to be the same as the 
number of copies printed. The second stage 
arrived when the Audit Bureau of Circula- 
tions altered this formula in 1914 by char- 
acterizing circulation as “net paid,” with 
precise definitions of terms. 

When Life’s continuing study replaced 
circulation with readership as a measure of 


audience in 1938, and showed that reader- 
ship does not vary directly with circulation, 
the third stage was reached. The fourth 
stage, according to Dr. Lucas, started in 
October, 1944, when the Advertising Re- 
search Foundation made a study of car and 
bus card readership in Newark, N. J., which 
employed a combination of the controlled 
recognition method (used previously in 
Life’s studies) and the Alfred Politz system 
of random sampling. 


24.2 Politz Plan. Tide, June 15, 1945. 


Alfred Politz, head of his own research 
firm in Manhattan, New York, has devised 
what is apparently a method of routing in- 
terviewers in cities in such a manner as to 
achieve a random sample. By means of a 
“mechanical guide” the interviewer is kept 
moving from street to street and house to 
house “in a regular pattern,” being told 
“which side of the street to begin on, where 
to turn at the corner, and how to treat inter- 
sections, curves, street angles and empty 
blocks. The procedure is the same for each 
interviewer no matter where he starts.’ 

In the studies that have employed this 
method of sampling, cross checks against 
known population factors have proved the 
sample to be representative. The method 
eliminates the danger of interviewers’ biases 
that tend to creep into quota sampling when 
selecting interviewees and appraising their 
economic status. On the other hand the 
Politz method is much more expensive than 
the quota method. 


24.3 Scientific Yardstick Measures Product 
Acceptance. Carl W. Drepperd, Jn- 
dustrial Marketing, May, 1945. 


The author, a psychologist, hinges his the- 
sis upon the well-worn adage that a success- 
ful product “must be the answer to or the 
fulfillment of some subjective desire of peo- 
ple.” Of more interest here is his contention 
that all such desires are, in the main, chart- 
able ‘‘because they are nothing more or less 
than laterals of the basic desires of all peo- 
ple.” He offers a list of 18 basic desires, and 


states, for example, that the subjective de- 
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sire to be comfortable is not the product of 
any one of these, but of several. The hardest 
boiled purchasing agent alive, according to 
the author, buys not only to produce a profit 
or reduce a loss for his company but also in 
response to six basic motivations of his own. 

Having established the primacy of subjec- 
tive desires, the author argues that “new 
products can be ‘acceptance-gauged’ in the 
laboratory as readily and as reliably as they 
were gauged and tested physically.” There is 
no need to ring door-bells, hold secret con- 
claves, or conduct test campaigns. Testing 
can be accomplished by means of the identi- 
cal scale of desires that the public will apply 
to the product when it is put on the market. 
“All you need to do is to use the identical 
yardstick in advance.” Unfortunately the 
author tells us nothing of how you get the 
scale of desires in the first place, and how to 
apply it scientifically. 


24.4 An Application of the Control Chart 
Method to the Testing and Market- 
ing of Foods. Sophie Marcuse, Your- 
nal of the Amerigan Statistical Asso- 
ciation, June, 1945. 


Testing food products for the subjective 
reaction, i.e., by means of the human senses 
of taste and smell, is known as organoleptic 
testing. The two methods commonly em- 
ployed are the consumer-preference test and 
the tasting panel. The author, by means of 
mathematical tables and appropriate charts, 
shows how the control chart method for con- 
trolling quality in industrial mass production 
can be useful for organoleptic testing by 
means of a panel of tasters in at least four 
ways. (1) It can assist in the selection of a 
good tasting panel. (2) It shows what spe- 
cific tasting scores must be examined to find 
out whether assignable extraneous causes are 
present. (3) It provides a means of minimiz- 
ing losses caused by pooling the results that 
should not be pooled and by the failure to 
pool those that should. (4) In the initial 
training period of judges, control chart rec- 
ords indicate the length of time necessary for 


a required degree of control in scoring quali- 
ties. 


24.5 Advances in the Techniques of Meas- 
uring and Estimating Consumer 
Expenditures. Dorothy S. Brady and 
Faith M. Williams, Yournal of Farm 
Economics, May, 1945. 


A concise résumé that considers the prob- 
lems of measuring income, account keeping 
vs. schedule interviewing, short vs. long 
schedule forms, test surveys, definition of ex- 
penditures, average of expenditures, classifi- 
fication of consumer expenditure, measure- 
ment of savings, estimates of total consumer 
expenditures and the prospect in 1945. 

A few points brought out in the 30-page 
article that are of special interest to market 
research men are the following. There is no 
general agreement on the measure of income 
that can be expected to yield completely 
satisfactory results for statistical analysis 
of expenditure data. Two biases occur in 
voluntary reporting of income. First, the re- 
fusal to give income data occurs more fre- 
quently in the highest (and perhaps also the 
lowest) income brackets than among the 
middle income groups. Second, the under- 
statement of income from interest and 
dividends is greater than for other types of 
income. While it has been customary to 
“try out” each new schedule by interviewing 
a few families, until spring, 1944, it had 
never been made a part of a systematic test 
that could be summarized in quantitative 
terms. In general, the aggregates for con- 
sumer expenditures in the Study of Spending 
and Saving in Wartime in 1941 are lower 
than those estimated by the Department of 
Commerce. 

For future surveys of this type, say the 
authors out of their long experience in such 
research work, “we need techniques for get- 
ting reports on over-all changes in consumer 
expenditures by income level for the total 
population of an area, which will yield re- 
sults which can be used for administrative 
purposes in a relatively short time after the 
period to which the data apply. We need im- 
proved techniques for obtaining figures on 
the details of consumer expenditures by in- 
come level, occupational groups and regions 
within an area....” Such improvements 
will require controlled experiments, using 
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different collection methods with samples of 
the same size and character drawn in urban 
and rural areas. 


25. WAR—GENERAL 


25.1 Marketing Management Policies. (New 
Wilmington, Pa.: The Economic and 
Business Foundation, 1945, pp. 51.) 


This booklet contains three papers that 
deal with marketing management in the 
postwar period. The first, by Marvin Bower, 
is entitled ““Getting Set to Sell—The Chief 
Executive’s Part in the Job.” The immediate 
tasks of the chief executive are to make sell- 
ing the spearhead for all activities of his 
business, overhaul the sales program, and 
make certain that his product line is set for 
the keen competitive struggle that lies ahead. 
Many companies will fail in the period fol- 
lowing the war because they will attempt to 
market products which are new to the par- 
ticular company but which are not new to 
hundreds of other companies. The product 
line should be kept simple so that the wastes 
and problems which are associated with a 
complex line may be avoided. 

The second paper, “Rebuilding and Re- 
vitalizing the Sales Force,” is by Don G. 
Mitchell. The problems of sales management 
—selecting, training, directing, compensat- 
ing, and backing-up the salesmen—it appears 
will not be basically different from what they 
were in the prewar period. 

The third paper, by Frederick B. Heit- 
kamp, is entitled “Postwar Marketing, Dis- 
tribution and Pricing.” The problems of 
marketing management in the postwar pe- 
riod are to determine the market, build a 
result-producing method of distribution, and 
sell at a price which will yield a profit. 


25.2 Estimates of Postwar Volume in Elec- 
trical Appliances. Marketing Memos, 
Macfadden Publications, Inc., June 
25, 1945. 

A table is presented that permits quick 
comparison of five independent estimates of 
postwar volume in refrigerators, washing 
machines, irons, vacuum cleaners, and radio 
receivers. 


26. MISCELLANEOUS 


26.1 Education for Administration. D. T. 
Smith, Harvard Business Review, 
Spring Number, 1945. 


“To varying degrees and in varying com- 
binations, however, administration involves 
the following components, which are neither 
all-inclusive nor mutually exclusive: (1) de- 
termining policy for lines of action... (2) 
establishing and maintaining an — 
tion of people to carry out policy . . . (3) se- 
curing action through the organization es- 
tablished, and in line with the policies deter- 
mined... (4) assuring coordination and 
follow-through on action... (5) making 
continuing and periodic checks to serve as a 
basis for corrective action or for policy revi- 
sion... (6) anticipating any problem aris- 
ing from changed conditions, internal or 
external; and revising policy, organization 
or follow-through to meet it.” 

Five lines along which education for ad- 
ministrative work might be undertaken are: 
(1) imparting knowledge of the facts and 
forces existing in a given area; (2) discussion 
of the objectives of action; (3) i inquiries into 
the nature of organizational establishments; 
(4) a study to secure an understanding of 
people and how they react; (5) development 
of the various appropriate skills. 

The discussion of these avenues of train- 
ing are of interest to marketing executives, 
as is also the following list of 10 reasons why 
a man is a poor administrator: (1) he has the 
habit of cutting across established channels 
and procedures; (2) he fails to establish poli- 
cies, treating each problem as a separate 
case; (3) he is not interested in follow- 
through; (4) he lacks a sense of the practical- 
ity of his ideas; (5) he fails to recognize and 
hence to use properly the motivations of 
human beings; (6) he will not delegate au- 
thority; (7) he has little foresight; (8) he 
cannot see problems in the perspective ap- 
propriate to his level of authority and so fails 
to provide adequate coordination; (9) he can 
not be trusted and provides no leadership or 
guidance; (10) he is impatient with differ- 
ences of opinion and fails to get all the facts, 
or, conversely, he is indecisive. 
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26.2 Bureau of the Census 


The Bureau has prepared a /ist of the sched- 
ules which it uses for collecting informa- 
tion from various groups of respondents. For 
each schedule, the identifying numbers, the 
frequency and method of the survey, the 
coverage—whether complete, sample, or par- 
tial—the number and type of respondents, 
and the publication in which the information 
appears are included. 

This list is a convenient summary of the 
large number of subjects covered by the vari- 
ous surveys conducted by the Bureau of the 
Census. Although prepared primarily for the 
use of Census personnel, a limited number of 
copies are available upon request for general 
distribution. 


26.3 Bureau of Foreign and Domestic 
Commerce 

26.3.1 A study has been completed on the 
average age or life span of firms by lines of 
business based on information available from 
the Business Censuses. This study should be 
very helpful to those who want to start in 
business as an aid in appraising the lines of 
trade in which firms have the best chance of 
survival. The results will soon be published 
in a pamphlet entitled “How Long Do Busi- 
ness Firms Survive?” 


26.3.2 Two of the manuals on establishing 
and operating a business, prepared for the 
War Department, have been published for 
civilian distribution and are available from 
the Superintendent of Documents at 35 
cents a copy. They are: Establishing and 
Operating a Metal Working Shop, and Es- 
tablishing and Operating a Shoe Repair Busi- 
ness. 

Other volumes are in press on grocery 
stores, building contracting, electrical appli- 
ance and radio stores, real estate and in- 
surance brokerage, retail bakeries, beauty 
parlors, hardware stores, auto repair shops, 
service stations, variety and general mer- 
chandise stores, restaurants, dry cleaning 
establishments, and apparel stores. 

A general booklet on Establishing and 
Operating Your Own Business has also been 
completed and is available from the Super- 
intendent of Documents at Io cents a copy. 


26.3.3 The Bureau has published the first 
two bulletins in a new series of management 
aids designed especially for small business. 
The first of these, Sources of Credit for Small 
Business is available in limited supply from 
the Bureau or may be purchased from the 
Superintendent of Documents. The second, 
An Employee Suggestion System for the Small 
Plant or Store, is obtainable free from the 
Bureau. 


26.3.4 A study has recently been completed 
comparing the relative changes in the assets, 
sales, and profits during the war period of the 
200 largest manufacturing corporations with 
1,800 medium sized firms. The results of this 
study will appear in an early issue of the 
Survey of Current Business. 


26.3.5 Another study now in progress is an 
investigation into the war and prewar com- 
parative earnings of companies, by size of 
assets, and the comparative effects of war- 
time taxes upon these earnings. 


26.4 New Yardsticks for Business-Spon- 
sored Teaching Aids. Rosanne Am- 
berson, Printers’ Ink, April 6, 1945. 

This is a brief description of the two year 
old Consumer Education Study sponsored 
by the National Better Business Bureau and 
the National Association of Secondary- 
School Principals. The first tangible result of 
the cooperative study is a pamphlet on Com- 
mercial Supplementary Teaching Materials 
which analyzes the teaching aids that Amer- 
ican manufacturers and advertisers have 
been distributing to schools and which also 
attempts to lay down criteria for the evalua- 
tion of such materials. 

The major job of the study program, under 
the leadership of Dr. Thomas Briggs, is the 
preparation of comprehensive teaching- 
learning texts for use in consumer education 
classes. The first of these texts will be pub- 
lished in the near future, and 14 additional 
ones covering a wide range of subject matter 
will be ready for school distribution next fall. 

Two types of criteria have been set up by 
Dr. Briggs and his associates, namely, cri- 
teria of content and criteria of organization. 
The criteria of organization are not specifi- 
cally given. Thecriteria of content, which are 
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discussed in considerable detail, are: (1) con- 
tribution to the educational program, and 
(2) absence of sales promotion. 

It is pointed out that business groups can 
make a distinct contribution to public educa- 
tion. By providing information not available 
in standard textbooks, through means of 
sound teaching aids, they can keep the young 
people of the nation in step with new research 
and inventions. 

Those readers who have long been inter- 
ested in the problems of Consumer Educa- 
tion will be interested in the cooperative ven- 
ture of business and education and will look 
hopefully for the “sound teaching aids” 
which are to be forthcoming. 


26.5 Dun and Bradstreet, Inc. 


Market research projects recently com- 
pleted for clients by the Marketing and Re- 
search Service include the following: 

A listing of all probable buyers of forgings 
in 11 specified states (about 500 names) with 
line of business, city, and approximate size 
measured by Dun and Bradstreet capital 
rating. 

The selection of several possible distribu- 
tors for industrial lift trucks in each of five 
large cities. Information was collected and 
furnished on the territory covered by each 
such distributor, the number of salesmen 
(present and prospective), and interest in 
selling industrial lift trucks. The selection of 
distributors was made by Dun and Brad- 
street branch offices in each city and the in- 
formation on the concerns selected was com- 
piled from questionnaires and credit reports. 

Ascertaining, for a concern considering the 
manufacturing of a radial woodworking saw, 
(1) the make most commonly stocked by 
dealers, (2) its principal competitor, (3) the 
leading type of customer for such saws, 
(4) new features desired in industrial saws, 
and (5) the number of saws incorporating 
new features which could probably be sold in 
a year. The survey was conducted through 
interviews by reporters with 53 leading dis- 
tributors in major cities of the country. 

Supplementing, for a magazine widely read 
by business men, a previous reader-interest 
study, by providing information on whether 


the readers were professional men or were 
identified with ownership, management, fi- 
nancial, or technical aspects of business; the 
proportions which were general executives, 
sales managers, production foremen, heads of 
accounting departments, professional men, 
and employees; their approximate incomes; 
the approximate numbers engaged in differ 
ent industries; and the size of the concerns 
with which they were connected. In each of 
four cities, $0 names were selected from gal- 
leys furnished by the magazine. The informa- 
tion was obtained from each individual by 
means of a questionnaire and from Dun and 
Bradstreet reports on the companies with 
which the individuals were connected. 

A comparison of all the apparel stores in a 
southern city as to sales for 1944, grade of 
merchandise carried (high, low, or medium), 
and calibre of management (aggressive or 
passive). 

Obtaining for a maker of insulating mate- 
rials, the comments of 16 users of the product 
as to (1) quality, (2) service provided, (3) 
comparative prices, and (4) general impres- 
sions. This information was collected by per- 
sonal interviews with the users. 

Investigation of probable postwar manu- 
facturing activities in southern California, 
with specific examples of companies that 
might use a product which takes the place 
of a lock washer. The survey was intended to 
demonstrate to the sales department of the 
company whether there is a market for the 
product in southern California. 

Brief surveys of conditions and prospects 
in a number of industries (home dishwashers, 
electric refrigerators, metal household furni- 
ture, builders hardware, porcelain enamel- 
ing, infants’ wear manufacture, ratchet 
wrenches, dry batteries, lawn mowers, and 
electro-therapeutic appliances) have been 
made by the Marketing & Research Service 
in recent months for concerns considering 
entering these fields. 

Each survey sketches the background of 
the industry, describes its present status, 
names the principal concerns, reports on the 
record and prospects of growth, assembles 
what figures are available on profits, and 
discusses distribution methods and practices 
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—attempting to cover as many as possible 
of the points that need to be considered by a 
concern contemplating the manufacture of 
any of these products. 


26.6 A Food and Nutrition Program for the 
Nation. (Washington, D. C.: Na- 
tional Planning Association, 1945, 
PP- 35-) 

The thesis of this pamphlet is that a better 
national health may be attained through bet- 
ter nutrition. There is a close relation be- 
tween adequacy of diet and income. Usually 
there are several million families in the 
United States who receive incomes too low 
to provide an adequate diet. 

Some of the causes of the low income 
would in all likelihood be responsible for an 
inadequate diet even if the income were more 
adequate. The best course of action, it is be- 
lieved, is to combine measures for raising in- 
comes with those for improving nutrition. 
Most of the pamphlet is devoted to a dis- 
cussion of the measures that will help im- 
prove the national diet. 


26.7 The Cost of Subsistence. George J. 
Stigler, Journal of Farm Economics, 
May, 1945. 


The author calls attention to the fact that 
although investigations have been made of 
the adequacy of diets at various income 
levels and various “low-cost,” “moderate,” 
and “expensive” diets have been suggested 
to consumers, yet little attention has been 
given to minimum cost of obtaining the 
amounts of calories, protein, minerals, and 
vitamins which the studies use as adequate 
or optimum. 

Dr. Stigler then proceeds to set forth the 
quantities of the various nutrients which are 
found in certain foods and which should be 
contained in an average person’s diet. Using 
these data, he arrives at a minimum cost diet 
of $59.88 for August, 1944 ($39.93 for 
August, 1939), which is considerably below 
the conventional low-cost diets. 

The author points out that the reason for 
the difference is that he excludes from con- 
sideration the palatability of foods, and other 
cultural facets of consumption, basing his 


estimates solely on the physiological com- 
ponents of the diet, whereas the other esti- 
mates merge the cultural and physiological. 
He argues that this combining of the two re- 
sults in unscientifically-determined diets for 
two reasons: first, because cultural needs 
cannot, as yet, be determined scientifically, 
thus permitting the personal equation to 
enter into the estimates; and second, because 
no one can say with any certainty what the 
cultural requirements of a particular person 
may be. 


26.8 Fact-Finding Activities of the Bureau of 
Labor Statistics. Monthly Labor Re- 
view, May, 1945. 


The Bureau is charged by Act of Congress 
with acquiring and disseminating informa- 
tion on subjects connected with labor “‘in 
the most general and comprehensive sense of 
that word.” Under this broad mandate, the 
Bureau has done fundamental statistical re- 
search not only in the more technical labor 
subjects—employment and the labor force, 
earnings and wages, working conditions and 
industrial relations and labor in foreign coun- 
tries—but also in prices and the cost of living, 
fields of more direct interest to marketing 
men. 

In connection with the latter fields, the 
present article contains excellent brief de- 
scriptions of the cost-of-living index, the re- 
tail price series, the series on wholesale 
(primary-market) prices, the consumer ex- 
penditure studies of 1934-1936 and 1941- 
1942, and the general summaries of price 
trends. 


26.9 The Economic Functions of a City in 
Relation to its Size. Colin Clark, 
Econometrica, April, 1945. 


The author presents data for the United 
States, Great Britain, Canada, and Queens- 
land. He relates the population of the largest 
city in the area (i.e., state in the United 
States, province in Canada), and its income 
with the numbers occupied per million dol- 
lars of regional income, by type of service 
activity (“‘service’” industries including 
building and construction, commerce, trans- 








198 


THE JOURNAL OF MARKETING 





» 


port, education, public administration, and 
others). 

The analysis of these data permits the fol- 
lowing conclusions. 1. The principal function 
of the city is more the provision of service in- 
dustries rather than manufacturers and will 
be so to an increasing degree. 2. A region can 
give its inhabitants an adequate range of 
commercial services when the population of 
its principal city is somewhere in the neigh- 
borhood of 100,000 to 200,000. 3. In the case 
of other service industries, a smaller popula- 
tion will suffice. 4. Manufactures tend to con- 
centrate in the older settled communities; 
the more newly settled communities i 
the manufacturing population is lower, a city 
somewhere between 200,000 and 500,000 
population is necessary for full development 
of manufacture. 


26.10 Community Leadership and Opinion 
in Red Wing. F. S. Chapin. (Minne- 
apolis: University of Minnesota 
Press, April, 1945.) 


This is the third bulletin of the series on 
The Community Basis for Postwar Planning 
(other recent ones deal with diets of high- 
school students, out-of-school youth, and the 
impact of war on the schools, in the town of 
Red Wing, Minnesota). It reports the re- 
sponses of the leaders and rank and file in 
this town to wartime rationing. The major- 
ity of citizens believed rationing necessary 
and supported it, while at the same time 
favoring the gradual scaling down of such 
regulations after the war. The study spotted 
three groups of leaders: a specially selected 
group of civic leaders generally recognized 
as such by their contemporaries; an emergent 
group uncovered by schedules calling for in- 
formation on memberships, financial con- 
tributions, and official positions; and a group 
of labor leaders. The three groups showed 
some sharp differences of opinion. 


26.11 Turnover of Business Enterprises. 
Howard R. Bowen, The Fournal of 
Business of the University of Chi- 
cago, April, 1945. 

In this article attention is drawn to the 


high turnover in the business population re- 
sulting in economic inefficiency. For exam- 
ple, during 1940 and 1941 (which is regarded 
by the author as a more typical period than 
later years) more than one-third of all busi- 
nesses were affected by some form of change 
in status. Although this trial-and-error meth- 
od may be looked upon as a clumsy but 
workable screening process by which more 
capable business men and newer and better 
ideas are selected, yet it is an expensive 
process. 

The author goes on to point out that most 
studies of business turnover agree on three 
facts: (1) that the birth, death, and transfer 
of businesses and firms is a phenomenon 
involving chiefly very small enterprises; 
(2) that mortality rates are higher among 
new businesses than among long-established 
businesses; and (3) that two of the most com- 
mon causes of mortality are inadequate cap- 
ital (which is tantamount to inadequate size) 
and lack of business ability on the part of the 
entrepreneur. From these facts the author 
infers that business turnover is largely a re- 
sult of the continous entry and withdrawal 
of businesses whose finances and manage- 
ment are inadequate to withstand competi- 
tion. 

Public policy, Dr. Bowen states, faces a 
serious dilemma regarding sma!! business. It 
is desirable to reduce the number of ill-con- 
ceived new ventures, but it is also desirable 
to permit the spontaneous entry of new firms 
and permit free competition to operate. A 
practical policy, he believes, is the one emerg- 
ing within the federal government. Provision 
would be made for: (1) placing information 
and technical assistance at the disposal of 
both prospective entrepreneurs and active 
businessmen; (2) aiding small business to 
secure adequate capital; (3) removing dis- 
criminating legal and social obstacles to the 
successful operation of small business. 


26.12 Bureau of Labor Statistics 


Wage Analysis: General wage surveys in 
many manufacturing and nonmanufacturing 
industries are now being conducted by the 
Wage Analysis Branch of the Bureau of 
Labor Statistics to obtain information on 
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occupational wages, extent of paid vacations, 
overtime and shift differential pay policies, 
insurance benefits, and other working condi- 
tions. 

Many thousands of firms have been visited 
during the past few months for the collection 
of basic data, and the data for a number of 
manufacturing industries is now being ana- 
lyzed. Reports based on these studies, es- 
pecially in the metalworking industries, will 
be available for release in the near future. Oc- 
cupational wage information for 1944 in the 
basic lumber industry has just been released 
in summary form for the country as a whole 
and by regions. 

Field work has been virtually completed 
and the basic materials are now in the proc- 
ess of being tabulated and analyzed for a 
project dealing with the work and wage ex- 
periences of selected groups of individuals. 
This project will result in a series of reports 
which will deal not only with the wartime 
experiences of the workers studied but also 
with their employment and readjustment 
experiences during the reconversion period. 
To date, approximately 5,000 workers have 
been personally interviewed in various in- 
dustries and localities. The findings based on 
the first of these studies in certain localities 
will be published in the very near future. 

The results of a third project dealing with 
semi-annual measurement of changes in 
hourly wage rates (straight- time hourly earn- 
ings in the case of piece workers) are being 
analyzed and will appear in the September 
issue of the Monthly Labor Review. The 
project includes wage rate information from 
69 urban areas and covers the period Octo- 
ber 1944 to April 1945. 

Materials are being collected for five indus- 
tries in 75 cities for the annual study of union 
wage rates and hours of labor. It is expected 
that the field work will be completed by Sep- 
tember 1, and the first report will be issued as 
soon thereafter as possible. 

Studies are also being made of the effect of 
incentive payments on hourly earnings, wage 
patterns in selected industries, earnings and 
wage practices in municipal governments in 
1§ cities, and a number of special studies are 
being made for other federal agencies. 


26.13 Corporate Earning Power by Size of 
Firm. Joseph L. McConnell, Survey 
of Current Business, May, 1945. 


The principal conclusion of this study is 
that the customary representation of the 
profits of small corporations as being much 
below the rate of profit of the million-dollar 
and larger firms is incorrect, due to the ab- 
sorption of the profits of the small close-held 
corporations by officers’ compensation. Us- 
ing the results of a sample study of corporate 
tax returns, officers’ compensation was ad- 
justed to the probable market value of the 
services rendered to small corporations in 
1939 and 1941. The resultant adjusted rates 
of profit to equity were then computed for 
the major industrial divisions and manu- 
facturing industries separately. In the 1939- 
1941 upswing, small corporations improved 
relative to the million-dollar firms and the 
latter outstripped the industrial giants both 
absolutely and relatively. With a few notable 
exceptions, the earning power of the small 
corporations in 1941 compared favorably 
with the larger firms. 


26.14. Industrial Concentration of Employ- 
ment. Donald W. Paden, Survey of 
Current Business, April, 1945. 


New data on changes in the size structure 
of American industry have become available 
through an analysis of Social Security em- 
ployer accounts. The material shows the 
number of firms, employ ment, and wage pay- 
ments for firms in various size groups for the 
period 1939-43. 

In general, the statistics indicate that 
“small business” —firms with fewer than 50 
employees—has decreased in importance 
both from the standpoint of number of firms 
and employment in these concerns. For ex- 
ample, in 1939 small employing organiza- 
tions accounted for approximately one-third 
of the total number of workers covered by 
the Social Security system. In 1943, this 
proportion had decreased to one-fourth of 
the total. A return to peacetime activities 
will undoubtedly result in a reversal of this 
trend, as soldiers and warworkers resume 
their former occupations. In any event, it is 
apparent that small business is and will con- 
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tinue to be an important segment of the in- 
dustrial economy. 


26.15 Commodity Credit Corporation 


Policies that are generally similar will 
govern the disposal by the Office of Supply of 
the Commodity Credit Corporation of Gov- 
ernment-owned foods and agricultural prod- 
ucts—both those products that have been 
declared surplus by Government agencies 
and those that are owned by the Corpora- 
tion. A statement of policy approved by the 
Corporation’s board of directors incorporates 
the broad, over-all policies of the Surplus 
Property Board with the operating proce- 
dures for the Office of Supply and provides a 
guide for the sale of all foods for which this 
Office acts as the disposal agency. 

An exception to the rule is in the sale of 
commodities for export. The sale of CCC- 
owned commodities for export is permitted 
under certain conditions, even though there 
may be a shortage of the commodity in the 
United States. This exception is necessary to 
permit CCC to sell to UNRRA, the Red 
Cross, FEA, and similar agencies to fill over- 
seas’ commitments, even though there is not 
a surplus in the United States. Foods that 
have been declared surplus by Government 


agencies cannot be sold for export unless the 
Secretary of Agriculture determines that 
there is no shortage in the United States and 
that the sale will not result in such a short- 
age. 


26.16 Can Government Guarantee Full Em- 
ployment? Emerson P. Schmidt. 
(Washington, D. C.: Chamber of 
Commerce of the United States of 
America, 1945, pp. 26.) 


This bulletin critically examines three 
“full employment” plans. The first of these 
plans is that presented in the official British 
White Paper on Employment Policy, the 
second is the Murray full employment bill, 
and the third is the Beveridge full employ- 
ment program. These three plans are similar 
in that they advocate government spending 
to solve the problem of full employment. It 
is the responsibility of the Government to see 
“that there is enough purchasing power mov- 
ing through the markets to absorb all the 
output at capacity levels.”” The author con- 
cludes that “Before we embrace a new 
philosophy which has not proven satisfac- 
tory in Europe, we surely should make cer- 
tain that the blemishes on our system can not 
be corrected.” 
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Rapio ADVERTISING FOR RETAILERS, by 
C. H. Sandage. (Cambridge, Mass.: Har- 
vard University Press, 1945. Pp. xv, 280. 
$4.00.) 


This is the most complete and up-to-date 
compendium of information available re- 
garding the use of radio advertising by re- 
tailers and by regional advertisers with com- 
paratively localized distribution. 

The book is logically divided into four sec- 
tions: (1) the method used in the study and 
the principal conclusions; (2) a well-docu- 
mented analysis of current retail radio ad- 
vertising practice; (3) some highly important 
guides for effective radio use; and (4) a brief 
discussion of regional radio advertising. 

Much of the statistical data are highly en- 
lightening. So also are the case histories of 
retail radio advertising, which have been in- 
cluded. Part III, devoted to a general dis- 
cussion of radio advertising, is competent 
and informative and the “Check List for 
Radio Users” (p. 121) is excellent. 

However, Professor Sandage has arbitrar- 
ily limited his analysis in two respects which, 
in the opinion of the reviewer, detract mate- 
rially from its effectiveness. The first arbi- 
trary limitation has been the exclusion of 
chain store advertising. In the reviewer's 
experience, some of the most interesting ex- 
amples of retail radio advertising in recent 
years are to be found in this field—notably 
in the shoe and apparel lines, and to some 
extent in mail-order house retail outlet ad- 
vertising. 


It also is to be regretted that the author 
has seen fit to classify most of his station in- 
formation by arbitrary power classifications 
(long discarded by most students in the 
field) rather than to use the standard Federal 
Communications Commission classifications, 
and that his study of the retail use of radio 
advertising did not consider more completely 
the influence of class of station (FCC class) 
in relation to size of community and net- 
work affiliation. 

The power of a station is important only 
as it affects the size of a station’s service 
area and, therefore, its value as an advertis- 
ing medium. However, power is very much 
less important as a determinant of service 
area than is either the frequency (wave 
length) on which the station operates or the 
soil conductivity of the region in which the 
station is located. Roughly, a 5,000 watt 
station operating on 550 kilocycles i in Mon- 
tana will have the same size service area as 
a 50,000 watt station operating on 1,500 kilo- 
cycles in New England. 

This is highly important to retailer use of 
radio advertising, for it has been a principal 
determinant of the economic specialization 
which has grown up among different classes 
of stations. Clear channel stations in general 
have been given more favorable frequencies 
than other classes. They furnish wide-area 
coverage, are located mainly in large cities 
with better-than-average talent resources, 
and are almost invariably network-affiliated. 
This makes them less desirable as retail 
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media except in very large metropolitan dis- 
tricts. It also explains the fact that, whereas 
Professor Sandage reports local accounts as 
representing 22.4 per cent of total station 
revenues for his sample of 10,000-50,000 
watt stations in 1942, local radio advertising 
amounted to but 14.3 per cent of the total 
revenues of 41 clear channel, 50,000 watt, 
unlimited time stations in 1943. 

Regional stations operate on a maximum 
night-time power of 5,000 watts and fre- 
quently are on less desirable wave lengths 
than clear channel stations. (Their daytime 
service area, often the more important to re- 
tailers, consequently is usually smaller than 
their night-time service area.) Roughly two- 
thirds of the unlimited time stations in this 
class are situated in cities of 100,000 and 
over and the vast majority are network- 
affiliated, a factor which limits the number of 
more desirable hours available for retail 
sponsorship and which also may result in a 
higher proportion of retail spot announce- 
ments. However, at least half of the limited 
time (mostly daytime and early evening 
hours) regional stations are in towns of less 
than 50,000 population. In 1943, these sta- 
tions, comprising about 17 per cent of all re- 
gional stations, received about 60 per cent of 
their total revenues from local accounts as 
compared to 41 per cent on the part of un- 
limited time regional stations. 

Local stations usually are on the poorest 
frequencies and operate on power of between 
100 and 250 watts. More than three-quarters 
of them are in towns of less than 100,000 
population. Even where they are affiliated 
with networks, the majority of their business 
in normal times is of local origin (about 70 
per cent for local unlimited time stations in 
1943—the lowest percentage on record). But 
even here there is an interesting type of 
specialization in that local stations in large 
cities tend to cater particularly to certain 
parts of the metropolitan district or to cer- 
tain classes in the community; and therefore 
are especially important for certain types of 
retailers. A more penetrating and detailed 
analysis of these types of specialization would 
have added materially to the value of Pro- 
fessor Sandage’s study and would have con- 
tributed greatly to an appreciation of the 
economics of retail radio advertising. 


While many of the author’s general con- 
clusions are highly stimulating and informa- 
tive, some of them are extremely difficult to 
reconcile with certain fundamentals of broad- 
casting and advertising economics. It is 
difficult, for example, to agree with his seem- 
ing emphasis on the amount of money spent 
in radio advertising as a criterion of possible 
success. Much more important is the selec- 
tion of the right advertising objective, the 
right program and/or announcement mate- 
rial for that objective, and the careful co- 
ordination of radio with other store promo- 
tional effort. In the reviewer’s opinion, this 
has not been made clear. 

Likewise, one is confused by Professor 
Sandage’s concern with the use of more than 
one station in a community. In the review- 
er’s opinion, generalization on this subject is 
difficult if not impossible. The advertiser’s 
main interest is in the number of listener 
contacts which he can make with a given ex- 
penditure. This is even more a matter of pro- 
gram selection than of the number of stations 
used. Sometimes one station will do the job; 
sometimes two or three may be required. The 
reason for this is that, in contrast to news- 
paper readership, radio listening (to stations) 
is tremendously flexible. For example, a 
given station may have 80 per cent of the 
sets in use tuned into it for one 15-minute 
period and only 20 per cent during the next 
15-minute period. 

Similarly one regrets that the author did 
not analyze the problem of programs versus 
Spot announcements more thoroughly, espe- 
cially in relation to size of town and FCC 
class of station. Commercially acceptable 
talent tends to congregate in the great 
broadcasting centers; and other than news 
broadcasts and a limited number of enter- 
tainment programs, it is difficult to build 
general entertainment programs in cities un- 
der 100,000 population. Indeed, it sometimes 
is difficult to secure adequate talent in cities 
of over 1,000,000 if they are near to even 
more attractive talent centers. This factor 
undoubtedly contributes to the high propor- 
tion of spot announcements on certain classes 
of stations. Moreover, the unit rate per an- 
nouncement is frequently so small in relation 
to its potential /istener impact on many local 
stations that announcements are a particu- 
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larly economical purchase for many small re- 
tailers and service establishments. These ob- 
servations are not made either to defend the 
high proportion of spot announcements car- 
ried on some stations or to excuse some sales- 
men from taking the easy way out, but are 
merely an attempt to place the spot an- 
nouncement problem in proper perspective. 

The reviewer also finds it difficult to agree 
with Professor Sandage’s analysis of the po- 
tential role of the agency in retail advertis- 
ing. The majority of stations are more skilled 
in radio programming than are most small 
advertising agencies—for radio advertising 1 is 
a highly skilled profession requiring special- 
ized experience. Stations, therefore, seem the 
best equipped to assist retailers with pro- 
gram problems. Retail advertising, in addi- 
tion, requires such a high degree of coordina- 
tion with other store promotion that it is 
doubtful if the introduction of one more 
functionary (the advertising agency) can 
accomplish much that is constructive except 
in special instances. It would seem that the 
two principal needs in the retail radio ad- 
vertising field are (a) a more open-minded 
acceptance of radio by retailers and (b) the 
evolution of a more skilled retail department 
on the part of stations. 

The book also would have profited from 
the inclusion of some historical material. It 
is interesting to note, for example, that the 
principal types of retailers using radio ad- 
vertising have not changed materially since 
1935 and that, whereas department stores 
spent an average of between $4,000 and 
$8,000 for radio in 1934 (NRDGA), they 
now spend $9,573 (Sandage). 

Herman S. HETTINGER 
New York, New York 


Tue Economics or Demosi.izaTion, by E. 
Jay Howenstine, Jr. (Washington, D. C.: 
Public Affairs Press, 1944. Pp. 336. $3.75, 
cloth; $3.25, paper.) 

DEMOBILIZATION OF WARTIME Economic 
Contro ts, by John Maurice Clark. (New 
York: McGraw-Hill, 1944. Pp. xii, 219. 
$1.75.) 

The sweeping successes of our armed forces 
both in Europe and in Asia make these two 
volumes timely contributions to our next 


great problem, demobilization. Unless intel- 
ligent foresight is directed towards this 
problem, the benefits of peace will be de- 
layed if not lost. Both volumes offer con- 
tributions to sound thinking on economic de- 
mobilization. 

Professor Howenstine assumes, rightly 
enough, that we should profit from our ex- 
perience and accordingly devotes the major 
portion of his work to a concise and effec- 
tive analysis of what we did last time. Pro- 
fessor Clark looks to the future and suggests 
appropriate steps for economic demobiliza- 
tion after the present war is over. 

After a brief (40 page) setting of the stage 
in which he outlines the nature of the prob- 
lems of demobilization, contrasts 1918 with 
1944, and summarizes current thinking, Pro- 
fessor Howenstine reviews World War I ex- 
perience in twenty-two short chapters (229 
pages). 

Very little, and completely inadequate, at- 
tention was given to postwar problems be- 
fore the Armistice, November 11, 1918. 
Thereafter, President Wilson was preoccu- 
pied with international political peace prob- 
lems, leaving domestic affairs to work them- 
selves out as best they might. Indeed, when 
he “sought advice on post-war policy from 
[the War Industries Board] and other im- 
portant war agencies, practically the only ad- 
vice he could get was from business men, 
who, as a whole, believed that the natural 
laws of supply and demand were the best 
solution for the nation’s economic problems” 
(p. 93). Consequently a laissez-faire policy 
was followed more or less by default. 

Professor Howenstine traces the steps and 
their consequences through the stages of de- 
mobilization of the armed forces and of war 
labor, cancellation of contracts, considera- 
tion of public works and land settlement for 
soldiers, disposal of surpluses, inflation, de- 
flation, and monetary and fiscal policies. Of 
unusual interest are the chapters on the 
course of prices and the price stabilization 
movement. The fact that government and 
business alike advocated and supported rd 
propaganda “a great buying campaign” 
the spring of 1919, at a time when wartime 
inflation had doubled 1914 prices and read- 
justment to peace production was still in the 
future, seems incredible. Little wonder that 
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prices continued to soar to a peak in May, 
1920, before the inevitable readjustment 
brought them crashing down about the ears 
of business. “Throughout the entire period 
of readjustment following World War I, the 
price level problem baffled public officials, 
business men, and consumers” (p. 281). Here 
is a field where we have made some progress 
but still have much to learn. 

Part III, “Conclusions,” contains three 
brief chapters; two summarize World War I 
experience and the final one offers a “Blue- 
print for Demobilization.” 

The book is well launched by a commenda- 
tory introduction by Professor Alvin H. 
Hansen with which this reviewer concurs. 
Professor Howenstine set himself the task of 
exploring our past as a guide to future policy. 
He has succeeded admirably. His obvious 
faith in the power of planning crops out in 
various passages such as “If Congress and 
the President had not failed in their duty to 
the American people, there is little reason to 
believe that a depression would have taken 
place so soon after the War” (p. 299). In 
view of the ignorance of Congress, the Presi- 
dent, and the American people, not exclud- 
ing most of our economists, on the subject 
of what to do and how and when to do it, he 
may be a bit too hard on President Wilson 
and his Congress. In contrast is the more 
mature judgment of Professor Clark who 
points out that “It would not be wise to be- 
come too much impressed with the likelihood 
of dire disaster in case certain things are done 
wrong.... Many things will be done 
wrong, and many right things left undone; 
and in spite of this we shall probably come 
through somehow.” He adds the caution 
that ‘coming through in recognizable shape 
is a probability, not a certainty. Catastrophe 
is also possible” (p. 18). 

It is only in his final chapter, “Blueprint 
for Demobilization,” that Howenstine’s 
volume overlaps, in part at least, that of Pro- 
fessor Clark. Professor Clark’s book, in turn, 
includes a few pages dealing with World 
War I experience. 

Third in a series of studies of postwar eco- 
nomic problems by the Research Division 
of the Committee for Economic Develop- 
ment, Professor Clark’s report, according to 
the foreword by Research Director Yntema, 


“deals with the changeover from a con- 
trolled, inflation-driven war economy to an 
automatic market system in which demand 
and supply determine prices and the dis- 
tribution of resources among employments.” 
In his preface, Professor Clark states that 
the “report is a study of a coming process 
of transition, leading to recommendations 
for action, for planning, or for further study.” 
Later he points out that “the subject of this 
report is the demobilization of the special 
wartime economic controls, the main empha- 
sis being on the controls of production, 
prices, and wages. The work of the War Pro- 
duction Board, the Office of Price Adminis- 
tration, and the War Labor Board thus take 
the center of the picture.” 

The book is divided into ten chapters. 
After discussing the background of the prob- 
lem in 4 pages (Chapter I), the main findings 
and recommendations are summarized in 12 
pages (Chapter II). Chapter III points 
briefly to history after World War I and 
concludes how ot to reconvert. Chapter IV 
discusses the necessity for war controls and 
the policy goals in war, in reconversion, and 
in peace. Chapters V and VI deal with the 
framework of wartime controls and consider 
the problems which may follow the termina- 
tion of the European front ahead of the Asi- 
atic. Chapter VII analyzes the character- 
istics in initial postwar reconversion, touch- 
ing on problems of contract termination, dis- 
posal of war plants and of surplus commodi- 
ties, unemployment, and the like. The three 
remaining chapters go into detail on the na- 
ture of controls required during the initial 
postwar reconversion period, the “catching- 
up” period, and in the longer perspective. 

He concludes that “The end of special 
war shortages will warrant the relaxing of 
all or nearly all controls and the termination 
of most of them, during an initial postwar 
reconversion period of possibly six months to 
one year.” Controls may be required for a 
longer time, depending on the existence of 
temporary shortages of materials or finished 
goods, abnormal temporary surpluses, tem- 
porary shortages of “producers’ goods,” 
temporary excess of consumer demand, and 
“conflicts and inequities in the readjustment 
of wages.” 

For this first period, Professor Clark sug- 
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gests six sets of policies or measures (p. 158, 
159): 1. Use of surpluses by government to 
ease shortages; 2. Military stock piling; 3. 
Modified inventory controls; 4. Selective 
price control with “ceilings liberal enough to 
stimulate production”; 5. Wage increases to 
offset loss of overtime provided they do not 
necessitate price increases; 6. Rent controls. 

Professor Clark’s second, or “catching- 
up,” period follows the complete reconver- 
sion of industry and extends, as the name 
implies, until the “deferred demand for dura- 
bles” is supplied. “During this time, private 
employment will be increasing, but if it ex- 
pands as fast as 4 million per year it will be 
doing remarkably well.” This catching-up 
period may extend from one to three years 
for “familiar major durables” and up to ten 
years for housing and highways. “The prob- 
lem is one of the expanding the civilian side 
of the economy much faster than it has ever 
expanded before, and perhaps faster than a 
system of private enterprise is capable of ex- 
panding without serious strains and possible 
revulsions”’ (p. 162). 

Manpower controls will probably have been 
lifted before this period. Professor Clark 
would limit government activity in this field 
to “a large and efficient federal employment 
service,’ “‘vocational re-education and re- 
habilitation,” veterans’ services, and social 
security in general. “The one feature smack- 
ing of control is a corollary of unemployment 
benefits”; compulsion should be applied by 
depriving the worker of the “right to such a 
benefit if he has refused a reasonable offer of 
a job.” 

Production controls would be restricted 
chiefly to raw materials and only until world 
trade channels were re-established. In the 
meantime, “In some few special cases... 
temporary allocations may be justified .. . 
but permanent postwar scarcities will pre- 
sumably be allocated by the market” (p. 
163). 

After a brief but incisive analysis of the 
probabilities of inflation and deflation, Pro- 
fessor Clark concludes that modified price 
control requires a high grade of discretion” 
(p. 170). In his analysis of competition, wage 
policy, international controls, and fiscal pol- 
icy, he raises more questions than can be 
answered at this time. His appraisal of these 


problems deserves careful study, as do his 
comments on food stamps, benefits, made 
work, and work-sharing. 

Readers of this JOURNAL, particularly 
those interested in advertising, will appreci- 
ate Professor. Clark’s comments at one or 
two points on the necessity for consumer 
education and the expansion of consumption 
during the catching-up period “A good deal 
faster than such education has occurred in 
the past.” 

In his final chapter, “Controls in a Larger 
Perspective,” where Professor Clark dis- 
cusses the basic problems of the expanding 
role of government in economic affairs, the 
reader interested in the survival of free enter- 
prise will find much food for contemplation. 
How to insure adequate employment in the 
future is the thesis of this chapter, the main 
thread upon which are strung well polished 
concise paragraphs dealing with the business 
cycle, deficit financing, and the sharp impact 
of government and business. Three “Requi- 
sites of Sustained Activity” are cited. “‘(1) 
People must want the goods that the econ- 
omy is capable of producing; (2) those who 
want the goods must have the money to buy 
them; (3) prices must be so related to costs 
that spending will ensure adequate produc- 
tion and employment rather than profiteer- 
ing and inflation.” Professor Clark notes 
grave difficulties in the way of achieving 
these requisites, questions that private enter- 
prise can do it, and doubts that the wisdom 
of government is adequate. He concludes 
“government and business have not seen eye 
to eye; yet their most important interests 
are the same, to maintain a high level of em- 
ployment being the chief concern.” Business- 
men “must gain an understanding of the 
problem as a national economic problem” 
but as much their personal concern as is the 
success of their own private ventures. What 
we need more than anything else is good, 
sound, workable ideas. Professor Clark’s 
study contributes liberally to this need. 

N. H. Encie 
University of Washington 


InpustTRIAL Purcuasinc, by Edwin Laird 
Cady. (New York: John Wiley and Sons, 


1945. Pp. 255. $2.75.) 
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This book is 2 very general treatment of an 
extremely complex business activity. It con- 
tains 26 rather short chapters describing the 
work of the industrial purchasing agent and 
presenting hints for working with him. It 
covers the nature of the purchasing func- 
tion and the purchasing agent’s job; rela- 
tions with purchasing and other departments 
of a business; interviewing both by purchas- 
ing men and those who deal with them; and 
certain problems faced by every purchasing 
department such as buying for company 
personnel and reciprocal buying. 

Several chapters are devoted to telling 
purchasing agents how to make themselves 
more efficient, including a discussion on 
“What to get out of trade associations and 
professional societies,’ “The making of 
speeches” (covered in one and one-half 
pages), “What to get out of trade papers” 
(covered in four and one quarter pages), and 
like subjects. Another series of chapters is 
devoted to the actual work of purchasing, 
such as sources of purchasing information, 
the forecasting of ultimate value, records 
and forms, inventory control, central pur- 
chasing, the use of mail supply houses, pur- 
chasing department personnel, and finding 
the qualities of materials. 

The treatment is so sketchy in spots and 
so general throughout that the book would 
not make a good text for a course in Indus- 
trial Purchasing. Neither would it be of 
much use to the experienced industrial pur- 
chasing agent who knows exactly how to run 
his job. It will be most useful to industrial 
salesmen and others who must work with 
purchasing agents. 

Its greatest contribution is in presenting 
a broad view of the entire purchasing func- 
tion and therefore may be of considerable 
value to the young man or woman newly 
employed in a purchasing department, or in 
any executive department having direct rela- 
tions with purchasing. It will give such per- 
sons many hints and ideas on how to under- 
stand what is going on, what to do, and what 
not to do. The experienced purchasing agent 
may also use this book as a tool for teaching 
his subordinates, for showing salesmen how 
to get along better with him, and for teach- 
ing other departments of a business how to 


cooperate with purchasing departments to 
the advantage of all concerned. 

Joun H. Freperick 
University of Texas 


Postwar Goats AND Economic ReEcon- 
STRUCTION, edited by A. J. Zurcher and R. 
Page. (New York: New York University, 
1944. Pp. xii, 297.) 

This timely volume contains 14 addresses 
given at the Institute on Postwar Recon- 
struction by a group of widely known au- 
thorities on subjects expected to involve 
postwar economic problems. 

Three of the articles presented are of spe- 
cial interest to individuals interested in the 
field of marketing. Dr. Means’ address, 
“How May Business Enterprise be Ex- 
panded After the War,” emphasizes home 
markets as the crucial factor in bringing 
about business expansion and providing in- 
vestment opportunities. While markets will 
be ample during the transition, Dr. Means 
feels that during the long run our ability to 
expand home markets depends primarily on 
fiscal and monetary policy. Almost equally 
important will be the solution of problems 
arising from the economic powers implicit 
in the corporate system. Dr. Means offers 
no answer but suggests careful study of the 
power relationships between buyer and 
seller, workers and management, and as be- 
tween governments and various economic 
units and groups. 

In an article concerned with “How Shall 
We Deal with Monopolies,” Judge Arnold 
points out that we are on the verge of a new 
industrial age, that of light metals, chemicals 
and cheaper transportation. The fullest ex- 
ploitation of new industrial developments, 
however, may be prevented by monopoly 
interests maintained by artificial restrictions 
—largely through means of patent pools. As 
a remedy, Judge Arnold suggests industrial 
research sponsored by the Government and 
made available to all producers in the same 
manner as Government research in agricul- 
ture. 

A third article by Professor Kaplan deals 
with a subject of immediate interest to any- 
one in the field of distribution, the problems 
of liquidating war production. By a careful 
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process of elimination, he estimates that the 
total marketable supplies remaining in the 
United States after the end of hostilities may 
amount to 8 or g billion dollars and concludes 
that the problem will be one of sound pro- 
cedures rather than one of the magnitude of 
the grand total. With regard to sound pro- 
cedures he makes the following concluding 
observations: (1) “That the primary object 
of the disposal should be the wide distribu- 
tion of the commodities to the consumers 
with the greatest speed consistent with the 
establishment of reasonable price levels 
which are not necessarily the wartime price 
levels”; (2) “That where special problems 
of a peculiar nature arise in the marketing 
of the item, the disposal agency make such 
provisions for extending the time period of 
sales or adjusting sales to prevailing price 
and inventory conditions as may be re- 
quired in the general public interest.” 

Seven of the remaining topics covered in 
the volume deal with postwar problems of 
rather immediate concern: postwar aims of 
industry and labor, problems relating to the 
reabsorbing of labor, suggested plans for 
international monetary stabilization, Ameri- 
can participation in foreign relief and re- 
habilitation, and American foreign trade and 
investment. Four other articles deal with 
taxes and the public debt, the role of public 
works in our economy, and the status of 
scientific research and technology, which 
have important long-range implications as 
well as being of more immediate concern. 

This book, as well as others of a similar 
nature, should stimulate intelligent consider- 
ation of many difficult problems ahead of us 
in the postwar period. The views presented 
are those of recognized authorities in their 
respective fields. They are worthy of careful 
examination by both economists and busi- 
ness men, No indication is given as to 
whether discussion periods followed the ad- 
dresses presented at the Institute. If a ques- 
tion period was permitted, the inclusion of 
some of the more pertinent parts of the dis- 
cussion may have further amplified some of 
the topics upon which controversial views 
were expressed by the speakers. 

L. C. WAGNER 

University of Manitoba 


Manpower IN Marketina, by Eugene J. 
Benge. (New York: Harper & Brothers, 


1945. Pp. x, 294. $4.00.) 


This volume is concerned with the selec- 
tion, training, compensation, and supervi- 
sion of personnel engaged in marketing 
operations. The book is written for sales 
managers and assumes familiarity with selling 
and selling techniques. The author empha- 
sizes throughout the scientific procedures 
that are available as tools. The term scien- 
tific of course, is limited in its application to 
encompass a collection of facts and their ap- 
praisal in the process of drawing unbiased 
conclusions. 

The first part on Selection (pp. I to 118) 
is the most valuable and the most compre- 
hensive of the book’s four sections. A thor- 
ough review of the selection process is given 
in a clear concise elementary manner. This 
section covers the problem of selecting man- 
power very well. It should be helpful to 
many sales managers and supervisors who 
are faced with the problem of increasing or 
rebuilding their sales forces. 

The author’s attitude on the debated field 
of tests is sound: “tests can be made to play 
a part in selection, just as the application 
form, references, and the interview can con- 
tribute to the process.” Without claiming 
that tests alone can solve the problem, he 
suggests that “the sales manager should con- 
sider them [tests] as one more hurdle for the 
applicants to jump.’ ’ The emphasis on the 
importance of non-selling employees whose 
efforts are closely related to the selling prob- 
lem is good counsel. Limiting one’s effort to 
the top 25 per cent of the graduates of 
schools and colleges is too drastic. Many 
good men will be found in the other three- 
quarters of any class. 

The part devoted to Training (pp. 119- 
188), discussing such training methods as 
correspondence, lecture, case study, confer- 
ence, and training on the job, has many 
worthwhile suggestions and ideas. The con- 
ference method is strongly advocated as su- 
perior to the lecture method. No one ques- 
tions the value and desirability of “student” 
participation, but the conference and case 
methods are not the only ones that can be 
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used to reach this objective. Even the lec- 
ture method can get participation if properly 
organized. 

Part III on Incentives (pp. 189-236) gives 
a brief description of job evaluation tech- 
niques and merit ratings. The emphasis is 
on bonus plans, with two illustrations, one 
based on merit rating and the other on reduc- 
tion of sales expense. The chapter on “Quotas 
& Quota Setting” is very elementary but 
does indicate common, basic methods. 

Part IV, Supervision (pp. 237-270) has a 
good illustration of the method of analyzing 
the effectiveness of a territory salesman. 
Many suggestions are presented as to the 
means of evaluating a selling job. 

In the Appendix, it is of questionable 
value to show the product-moment method 
of determining correlation with a one page 
example. The understanding of correlation 
for intelligent application by the uninitiated 
would be very vague to say the least. This isa 
minor criticism, however, for the book as a 
whole should be helpful to many sales man- 
agers. It will serve them as a basic review of 
present-day methods and a good reference 
for future manpower problems. 

Harry J. LoBerc 
Cornell University 


EpucaTION FOR INSTALLMENT Buyinc, by 
Adrian Rondileau. (New York: Teachers 
College, Columbia University, 1944. Pp. 
iv, 70. $1.85.) 

This monograph demonstrates by means of 

a survey of 22 per cent of the population of 

Mt. Pleasant, Michigan, that people gen- 

erally show a “persistent lack of knowledge 

and a frequent failure to take steps to safe- 
guard their legitimate consumer interests 
when buying on the installment plan,” and 
that “knowledge of installment buying is 
not closely related to such factors as sex, 
age, amount of education, study or non- 
study of economics, installment buying ex- 

perience, or socio-economic status” (p. 49). 
Despite the fact that this field analysis 

showed no relationship between knowledge 

on the one hand and education, study, and 

experience on the other, the author makes a 

plea that installment selling (or buying) be 

taught at various educational levels, not as a 


separate subject, but in connection with al- 
most every course in the broad field of “‘con- 
sumer education.” 

The field survey seems to have been well 
done: the questionnaire was pre-tested and 
proved, interviewers were trained and con- 
stantly supervised, results were conserva- 
tively evaluated. But equal commendation 
of the “Rondileau Test” cannot be made. Too 
many statements include qualifying words 
(“usually,” in the questions numbered 7, 8, 
13, 28, 47, and 50; “about,” in questions 
§, 22, 24, 31, and 46; “most,” in 11, 25, 30, 
43, and 44; “generally,” in 14, 18, 29, and 
45; “almost,” in 3 and 17) which make 
categorical answers impossible. Specific fig- 
ures like “one-half,” “one-eighth,” “‘two- 
thirds,” which are called for in certain ques- 
tions, require an exactitude of information 
possessed by few consumers. On technical 
legal statements (questions 42 to 46) even 
trained lawyers disagree. (I tried it on our 
law faculty.) The mathematical wizardry of 
the Quiz Kids would be necessary to handle 
the problems included in the test quickly 
and accurately. 

If the purpose of the test is to expose ig- 
norance, it succeeds. With a possible score of 
50, prospective school teachers tested by the 
author made an average score of 12.82. On 
the five problems, 35 per cent of the group 
scored zero. This proves either that informa- 
tion about installment buying is woefully 
lacking or that the test is based on erroneous 
assumptions. 

The book should be of interest to educa- 
tors, especially to those concerned with Con- 
sumer Education or the Consumer Move- 
ment. It is of secondary value to those en- 
gaged in installment selling. For students of 
marketing, it adds another illustration of the 
technics of questionnaire construction, sam- 
pling, interviewing, and analysis. 

Henry A. Burp 
University of Washington 


Nationat Bupcets ror Fuit Emptoy- 
MENT, National Planning Association. 
(Washington, D. C.: National Planning 
Association, 1945. Pp. viii, 96. $0.50.) 

A more comprehensive, competent, or con- 
venient analysis and summary of the policy 
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problems of full employment will be hard to 
find. This report grinds no axes, expounds no 
new or private theories, and argues for no 
particular set of solutions. It will confound 
equally the prophets of deficit financing and 
the exponents of prosperity-through-busi- 
ness-as-usual. By clearly defining the prob- 
lems, however, it makes visible the hope and 
possibility—and the difficulties—of achiev- 
ing a prosperous, stable economy. 

Wisely, over half of the report is given to 
demonstrating that if past relationships of 
private, business, and government expendi- 
tures to income are continued “the total of 
expenditures will not balance total incomes at 
levels approaching full employment.” It is 
wise, because this truth and its implications 
have not yet gained wide public acceptance. 

The particular “model” of a postwar 
budget used shows 170 billion dollars of gross 
national product. On the basis of past rela- 
tionships it shows a gap of 21 billions in ex- 
penditures, an indication of the magnitude of 
the problems ahead and a proof of the need 
for basic changes. ‘Since the fatal defect is 
that expenditures are too low, the remedy is 
to increase expenditures in one or more of 
three categories—Individuals, Business, and 
Government.” Three additional budgets are 
then presented and analyzed: A Govern- 
ment, a Business, and a Standard-of-Living, 
“model.” 

An attempt to balance out by increasing 
government expenditures would involve an- 
nual expenditures of 34 billions, including 24 
billions by the Federal government. “‘So this 
first working model contains two features 
that will be held objectionable by many 
people—a Federal deficit of $6.3 billion, and 
Federal expenditures at levels high enough to 
require a rather drastic readjustment of our 
concepts of appropriate Government ac- 
tivities in peacetime.” 

The attempt to balance out by increasing 
business expenditures would raise invest- 
ments to incredible heights that if achieved 
could only result in a temporary and hectic 
boom followed by collapse: a “solution” ac- 
ceptable to very few. 

The urgently needed change in the saving 
and capital-accumulating habits of indi- 
viduals (and businesses) is hardly to be ex- 


pected. The authors express no hope that 
the moral of Mandeville’s “Fable of the 
Bees”’ will be learned in this generation. Tax 
ation is suggested as a possible, but at pres- 
ent a highly uncertain, means of forcing peo- 


ple to spend a larger proportion of their in- 
comes. 


Obviously, the final solution will involve 
all three approaches. By defining the nature 
and magnitude of the problems, this report 
helps to clear away the brushwood of special 
pleading and to indicate the principal prob- 
lems ahead. It will be strange if this pam- 
phlet does not become a handbook for every- 
one concerned with these problems. 

Forty pages of appendices provide abund- 
ant basic data to support the budgets pre- 
sented or to allow construction of other 
budgets based on differing assumptions. 


DonaLp F. BLANKERTZ 
Washington, D.C. 


Books REcEIVED 


Advertising in our Economy, by Neil H. Borden. (Chi- 
cago: Richard D. Irwin, Inc., 1945. Pp. xi, 301. 
$3.50.) 


This is a condensed version of the author’s compre- 
hensive volume entitled The Economic Effects of Adver- 
tising which was reviewed in the July 1942 issue of the 
JOURNAL, Students and advertising men who could not 
face the 1,000-odd pages of the original book will find 
this publication much more readable. 

To achieve brevity, tables and source references have 
been entirely omitted. So have been the long chapters 
on the use of advertising by business and the data on 
consumer attitudes toward advertising. The chapter on 
advertising issues indicated by economic theory has 
been drastically cut. Only a sampling of supporting data 
and illustrative material remains. 

Despite all these deletions, as important as they are, 
the present condensed volume provides a very thorough 
scholarly appraisal of the place of advertising in our 
economy. In its reduced size, it should be of special 
interest to business men and to instructors seeking texts 
and collateral readings in marketing and advertising. 


Collective Bargaining Procedures, by Neil W. Chamber- 
lain. (Washington: American Council on Public Af- 
fairs, 1944. Pp. 141. $2.00, cloth; $1.50, paper.) 


Although much has been written about labor prob- 
lems in recent years, little attention has been given to 
the actual procedure of collective bargaining; yet sound 
procedure often makes the difference between amicable 
understandings and serious trouble in labor-manage- 
ment relations. Not even those most concerned, those 
actually engaged in collective bargaining, have carefully 
studied the question of procedure. Instead, they have 
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approached bargaining in a belligerent manner. There 
is much to be learned to benefit both labor and manage- 
ment by a careful study of this book. 

The author proceeds step by step in his discussion, 
covering “The Contract Proposal,” ‘““Negotiating Com- 
mittees,” “Conference Organization,” “Place and Time 
Factors,” and so on. Presentation of the subject is 
straightforward and objective. As a study of procedure 
for assuring dispassionate negotiation, this book makes 
signal contributions to the common sense of bargaining. 

Particularly noteworthy is the last chapter on “The 
Government's Role.” Emphasis is given to the need for 
placing a responsibility on labor and management to 
accompany their present freedom in carrying on negoti- 
ations. The government itself should establish proce- 
dural standards to “normalize the bargaining process.” 
No effort is made to present a final set of recommended 
standards, but many are suggested. The author recog- 
nizes that these, of course, cannot overcome clashing 
personalities or inexperience, but he is satisfied that they 
can reduce their significance. There is no procedural 
solution to conflict, however, if the right of the union to 
bargain for employees remains unrecognized. 


Government Policy Toward Commercial Aviation, by 
Gilbert Goodman. (New York: King’s Crown Press, 
1944. Pp. 122. $1.60.) 


This is a brief study of Government policy toward 
scheduled air transportation and particularly toward 
competition and the regulation of mail rates. 

After briefly reviewing the problem of competition, 
the author describes the role of the Federal Government 
in establishing scheduled air transportation, its con- 
tributions in developing and operating the airways, and 
the reasons for Government action. 

The author then traces the contract system of carry- 
ing the mail and shows how the system of route certifi- 
cates, which replaced the contract system, provided for 
the protection to invested capital necessary for the 
maintenance and growth of the air transport industry. 
The new mail rate regulation represented abandonment 
of the concept of unrestricted competition. The discus- 
sion of coordination of air routes in Chapter IV leads to 
the conclusion that the coordination program of the 
Post Office Department, while reducing competition, 
did improve the traffic and the financial position of the 
airlines receiving mail contracts. With the reletting of 
the mail contracts in 1934, the passage of the Air Mail 
Act of that year, and the enactment of the Civil Aero- 
nautics Act of 1938, competition was definitely aban- 
doned and commercial aviation reached the system of 
controlled entry into service through certificates of con- 
venience and necessity already applied to other methods 
of interstate transportation. The examination of experi- 
ence in granting certificates of convenience and neces- 
sity under the Civil Aeronautics Act of 1938 is limited 
to the field of foreign air transportation covered by the 
author in Chapter VII. 

Regulation of mail rates for domestic and foreign 
service up to 1938 is treated at some length, but only a 
few early decisions of the Civil Aeronautics Board (with 
respect to foreign mail compensation) are covered. Very 


little reference is made to decisions of the Board after 
1939. 


Social-Economic Movements, by Harry W. Laidler. (New 
York: Thomas Y. Crowell Company, 1944. Pp. xvii, 
828. $5.00.) 

This book incorporates in its first half (with some 
changes) the material which was published several years 
ago as A History of Socialist Thought. The present vol- 
ume includes a series of seven chapters on Communism 
in Russia which trace in detail the rise of communism 
prior to 1917, the changing policies under the Soviet 
regime, and descriptions of Soviet economic and social 
institutions. This is followed by a discussion of socialism 
in all the major and most of the smaller nations of the 
world. Part VI describes recent socialist thought; Part 
VII covers ‘Consumer Cooperation and Miscellaneous 
Movements,” and a final brief chapter points out the 
contributions of various social and economic move- 
ments. 

The entire volume is notably thorough in its histori- 
cal and its geographic coverage, and it has been brought 
completely up to date. Documentation is detailed, and 
over 50 pages are devoted to presentation of a compre- 
hensive bibliography. The book is available in text edi- 
tion at the special price of $3.50. 


Canadian Restoration, by E. Newton-White. (Boston: 

Bruce Humphries, Inc., 1944. Pp. 227. $3.00.) 

The author presents a program for the stable prosper- 
ous development of Canada. In its logic, most of the pro- 
gram would be applicable in many countries, although 
one could hardly contend that it could be so complete an 
answer to postwar economic problems in the United 
States as it is expected (by the author) to be in Canada. 

The very success of her war program, the vast mobil- 
ization of resources, not only will create acute Canadian 
readjustment problems but will make the people most 
resentful of economic depression. The tendency is all too 
great to seek solutions in postwar plans in terms of 
social insurance or the public works and relief of the 
middle ’30’s. These things may have a place, but a 
sound peacetime economy can be restored only by an 
economic program leading to work (jobs) privately ob- 
tained that will endure. 

The six vital problems of Canadian restoration are 
“Unemployment, Underpopulation, Mislocated Popu- 
lation, Farming Poverty, Community Decay, and Mis- 
management of National Resources; the last being the 
Head of the Family.” The basic solutions to all of these 
lie in a thorough national plan for the more efficient de- 
velopment and use of natural resources and the stimula- 
tion of additional immigration. It is especially necessary 
for the Canadian public to realize that “the true base of 
Canadian economy is wild-land production, forest prod- 
ucts, minerals, grazing, animal life, fish, sport and scen- 
ery—not agriculture .... The underlying cause of all 
our national resource mismanagement . . . is this com- 
pletely wrong attitude toward the use of land.” 

The bulk of the book discusses at length the proposed 
program which includes natural resource management, 
forest improvement, wild life restoration, and recrea- 
tional development. 
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How to Develop Profitable Ideas, by Otto F. Reiss. (New 
York: Prentice-Hall, 1945. Pp. 202. $3.00.) 


It is the author’s opinion that the common practice 
of waiting for new ideas to develop of themselves or to 
be suggested by coincidence represents a degree of gen- 
eral inefficiency. In business at least, “Ideas cannot wait 
for accidents or unaccountable brainstorms. They must 
be on hand to meet a deadline. People who make ideas 
their business have to learn how to develop them the 
‘cold’ way.” The author presents in this book a great 
number of tested formulas which he believes to be reas- 
onably sure to provide inspirations for ideas. Each 
formula is supported by one or more new ideas to show 
that the formula really works. 

The ideas with which the author is concerned are pri- 
marily ideas for products and services which may be 
expected to sell well and ideas for the successful ad- 
vertising and promotion of them. The formulas set forth 
as the possible means of generating ideas are quite sim- 
ple and by no means new. Thus, Chapter 1 suggests con- 
sidering change in the product, name, slogan, design, or 
some other feature because “‘it is the nature of man to 
try to change the things around him.” Chapter 2 sug- 
gests changed dimension as particularly productive of 
ideas; change in size, shape, or number of dimensions. 
Analogies, reversals of ideas, symbolic approaches, per- 
sonal touches, and curio appeals are but a few of the 
bases of ideas which the author suggests. 

The very great number of examples and illustrations 
given are most persuasive. Because these are presented 
so compactly by an author whose descriptive writing is 
convincing salesmanship, it is easy to believe that de- 
signers and advertising men may find a great deal of 
stimulation from the book. Teachers will find the wealth 
of interesting illustrations useful in the classroom. 


Social Trends in Seattle, by Calvin F. Schmid. (Seattle: 
University of Washington Press, 1944. Pp. xi, 336. 
#3.75, cloth; $3.00, paper.) 


Professor Schmid’s book is introduced as a sociologi- 
cal community study. Despite this label, it should be of 
very real interest to economics and marketing students. 
The first two chapters in particular (80 pages) present a 
careful review of the processes of city expansion (as 
illustrated in Seattle) and include discussions on trends 
in retail business, the basic land use pattern, the im- 
pact of specific industries upon city development, and 
the like. 

Other sections of the book contain a most thorough 
analysis of the population of the city, a comprehensive 
survey of housing conditions (covering such topics as 
types, age, rent, refrigeration, and heating equipment), 
and numerous other factors particularly important to 
those concerned with the Seattle area as a market. A 
long appendix presents a careful discussion of the impact 
of the war on the towns and cities throughout the state 
of Washington. 

The book contains over a hundred charts and scores 
of photographs. The local, county, and federal sources of 
Statistics of all types appear to have been most thor- 
oughly explored. 


The Theory and Practice of Fob Rating, by M. F. Stigers 
and E. G. Reed. (New York: McGraw-Hill, 2nd Edi- 
tion, 1944. Pp. vii, 168. $1.75.) 


This little book undertakes to present the principles 
of scientific wage determination and to illustrate the 
application of the principles in practice. It proposes es- 
sentially that: (a) every job be analyzed carefully to 
determine the elements of the job; (b) the importance of 
the elements be rated by a point system; (c) detailed 
comparison be made of the ratings assigned similar ele- 
ments in different jobs to assure consistency; (d) achart 
be made plotting actual wage rates paid against the 
point values for each job; (e) a correlation be drawn 
(by observation or mathematically) describing the 
point-wage relationship; and (f) new job wage rates be 
set for each job in accordance with its point value wage 
rate. 

The primary contribution of the book lies in the pre- 
sentation of definitions for the 36 major job elements and 
in the questionnaires to be used in appraising the im- 
portance of these elements in any given job. 

The first two of the nine chapters present some rather 
startling suggestions on national control of wages and 
profits, and on scientific controls of them to avoid future 
wars or depressions. The later chapters, however, get 
down to the solid earth of such subjects as the detailed 
analysis of wage calculations for operation of a three 
spindle press. 


An Outline for Industry, by Frederick Willkie and Har- 
rison C. Blankmeyer. (Springfield, Illinois: C, C 
Thomas, 1944. Pp. xiii, 260. $4.00.) 


Two Seagram executives undertake in this book to 
point the way to industrial statesmanship. “The Ameri- 
can people have a right to be indignant with the fruits of 
industry and science .. . . There has been an indifferent 
stewardship of our resources ... .”” American industry 
has not done a very good job and for that reason it is be- 
ing attacked to the point that free enterprise is en- 
dangered. 

Working from the history of the whiskey industry 
since the repeal of prohibition, the authors approach 
many subjects of general industrial interest with con- 
structive criticism. There is a particularly vigorous 
indictment of the position of research in the United 
States. The proposals for improvement envision a broad 
program of industrial statesmanship. Labor-manage- 
ment relations, product quality control, and plant main- 
tenance are given similar but less sharp treatment. 

One of the later chapters is devoted to proposals that 
industry undertake to endow and assist in the direction 
of university educational programs as “an assurance 
policy for democracy.” The last chapter suggests a 
strong national program built around the development 
of farm products and expansion of farm production. 

Much of the book is devoted to a review of the special 
problems, past and present, of the distilling industry, 
and to the extensive federal controls which affect the 
industry. The regulations and operations of the Alcohol 
Tax Unit of the Treasury are particularly subjected to 
criticism. 
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Business Meeting—Fune 14 and 15 


The business meeting called by President 
Hobart on June 14 and 15 was attended by 
officers, directors, committee chairmen, past- 
presidents, and chapter presidents. There 
were two full days of work preceded by an 
evening meeting on June 13 of the Com- 
mittee on Chapter Activities headed by Ly- 
man Hill. Although a complete report of the 
meeting cannot be included here because of 
the strict size limitations under which the 
JOURNAL must operate during wartime, a 
brief summary of the topics discussed and 
action taken may be of interest. 

Perhaps the greatest amount of time was 
devoted to discussion of changes in the Con- 
stitution and the By-Laws as proposed by 
the Committee on Constitution and By- 
Laws of which Howard Green is chairman. 
Some of the changes proposed and voted by 
the meeting represented minor rewording 
for purposes of clarification; others, however, 
represented a shift in the sections affected or 
the addition of new material. 

The changes voted in the Constitution, of 
course, do not become effective unless voted 
by a majority of the ballots returned in a 
mail poll of the entire membership to be held 
later this year. Although changes in By-Laws 
can be made by the Board of Directors, it is 
planned that these changes will also be made 
a part of the mail poll so that all A.M.A. 
members may vote on them. 

In the section headed Board of Directors, 
the Executive Committee would consist of 
the President, Treasurer, Secretary, and Im- 
mediate Past-President and have jurisdiction 
over all questions of policy subject to the 
approval of the Board of Directors. Regard- 
ing elections, the Secretary is to mail bal- 
lots for return not later than October 1. Also 
it is specifically provided that in the event 
of the incapacity of any officer or director to 
serve, the President, subject to the approval 
of a majority of the Board of Directors, shall 
fill the vacancy by appointment. It is also 
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provided that the Managing Editor shall 
become Editor-in-Chief if the latter is unable 
to serve. 

The section authorizing the formation of 
local chapters would require that the Con- 
stitution and By-Laws of local chapters con- 
tain provisions specifying that only mem- 
bers of the national organization may hold 
chapter office. Also, to this section would be 
added the following material: “Such recog- 
nition may be withdrawn when these re- 
quirements are not maintained or fulfilled. 
The chapter secretary shall submit a list 
of the chapter officers to the Association 
Secretary within 10 days after their election 
as well as any and all changes made in the 
chapter’s constitution and by-laws within 10 
days after the approval of such changes by 
the chapter.” 

Before amendments to the Constitution 
could be passed by a business meeting vote, 
they would have to be presented at each of 
three consecutive business meetings (previ- 
ously only two were required). The two- 
thirds vote necessary at a business meeting 
would remain the same and the mechanism 
of the mail poll to the entire membership, 
with a majority of the ballots returned re- 
quired for passage, was left unchanged. 

The method of paying dues would be 
changed to pay the full amount regardless of 
the time of year in which the member joins 
but with the provision that a credit of vary- 
ing amount be carried forward against dues 
of the ensuing year. It was felt that this 
would simplify substantially the mechanics 
of joining and would not raise any difficulties 
in bookkeeping for the Treasurer. 

Annual meetings would continue at two 
per year, one to be held when possible in 
conjunction with the Allied Social Science 
Group. When this is done, the mid-year 
meeting under the exclusive auspices of the 
Association would be held in a different 
place. 

One of the proposed constitutional changes 
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relates to the creation of a class of fellows 
in the A.M.A. This provoked much discus- 
sion, both as to the type of fellowship class 
to be established and the desirability of es- 
tablishing any class of fellows. Although 
most of those present at the meeting were 
sympathetic to the idea of establishing a 
fellowship class, there was much less unanim- 
ity of opinion as to whether the designation 
of fellow should be reserved as an honor for 
those few who had made outstanding con- 
tributions in the field of marketing or 
whether it should be open to a rather con- 
siderable portion of A.M.A. members who 
would qualify in terms of experience, achieve- 
ment, and special training. It is anticipated 
that specific information dealing with this 
subject will be circulated to A.M.A. members 
substantially in advance of the time at which 
they may be asked to vote on it. 

The membership certificates and member- 
ship cards designed by Ralph Greiner’s Com- 
mittee on Membership Recognition were ex- 
hibited. The certificates are now being let- 
tered and should shortly be distributed to 
the membership. It was decided that com- 
mittee reports will be published in the Jour- 
NAL OF MARKETING and that reprints will be 
made available at a nominal price to those 
A.M.A. members who may wish further 
copies. 

Wilford White, Treasurer, presented a 
plan of expansion for A.M.A. involving a 
library and reference service. It was decided 
to set up a committee to study carefully the 
problem of the future of the Association and 
its objectives and this committee was in- 
structed to have a program report ready for 
discussion at the fall business meeting. 

There was substantial discussion about the 
Census problem and the position which the 
Association had taken in regard to it. Out of 
this discussion the following resolution was 
drawn and passed on June 15, 1945. 


AMERICAN MARKETING ASSOCIA- 
TION CENSUS RESOLUTION 


In order to correct misunderstandings 
which have arisen regarding the attitude of 
the American Marketing Association with 
respect to a census of business as of 1945, 
the spring conference of officers, directors, 
committee chairmen, past-presidents, and 


chapter presidents of the Association re- 
solved as follows: 

1. That it is of the most vital importance 
in the interests of an orderly reconver- 
sion and the most complete possible 
employment during the postwar years 
that there be available the most inclu- 
sive information regarding the dis- 
tribution and service trades since these 
trades include the greatest possibilities 
of expanding employment. 

2. That in implementation of this proposi- 
tion we favor the following statistical 
program of the Bureau of the Census: 
(a) A series of complete quinquennial 

censuses of business beginning as of 
the year 1945 or as quickly there- 
after as manpower is available. 

(b) A series of annual sample censuses 
of business beginning in the year 
immediately following the year of 
the first complete census. A sample 
census is of greatest value in busi- 
ness planning only if associated 
with a complete census as a point 
of reference. 

(c) Monthly statistics of retail sales 
and wholesale sales and inventories 
and volume of receipts for service 
trades based on an adequate sam- 
ple. 

(d) A series of annual sample censuses 
of population and quinquennial in- 
stead of decennial censuses. 

(e) A-series of annual sample reports of 
consumer income receipts and ex- 
penditures. 

(f) A quinquennial census of manufac- 
turers instead of the present bien- 
nial censuses together with the cur- 
rent program of industry statistics 
(for which appropriations have al- 
ready been received) and an annual 
summary of statistics for manufac- 
turers. 

(g) In every case the census of manu- 
facturers and the census of business 
should be as of the same year in 
order to make it possible to trace 
the flow of goods from producer to 
consumer. 

It was voted that a letter be sent to Secre- 

tary Wallace, Department of Commerce, Bu- 
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reau of the Budget, W.P.B., and O.P.A., to- 
gether with other appropriate agencies, stat- 
ing that the Association is interested in the 
collection, preservation, and dissemination of 
the marketing production data collected by 
war agencies and requesting that action be 
taken. 


Journal of Marketing—Non-Member Sub- 
scribers 


Robert N. King, Business Manager, re- 
ports that THE JOURNAL OF MARKETING has 
approximately 400 non-member subscribers 
consisting largely of colleges and general li- 
braries, manufacturing firms, as well as some 
individuals. He recently received an order 
from Reykjavik, Iceland. There are also 
copies of each issue of the JOURNAL mailed to 
Canada, England, South Africa, Palestine, 
Portugal, Brazil, Buenos Aires, Cuba, Mex- 
ico, New Zealand, Australia, India and 
Sweden. 


News of Members 


John W. Barry, formerly Market Research 
Director of Universal Match Company, St. 
Louis, has moved to Princeton, New Jersey, 
and is now a market analyst on the staff of 
Opinion Research Corporation. 

Henry D. Lytton (Corporal, A.C.) is re- 
turning to the United States on redeploy- 
ment. He was formerly commodity analyst 
on the Raw Materials & Shipping Division, 
Board of Economic Warfare. During thirty 
months in the Middle East he was photo 
interpreter and intelligence specialist in vari- 
ous branches of the Air Forces operation and 
worked on analyses of strategic industrial 
bombing. 

William A. Nielander, Associate Professor 
of Marketing on leave from the University of 
Texas, has resigned recently as Head Econ- 
omist for the Office of Coordinator of Inter- 
American Affairs, and is now associated with 
the American Institute of Cooperation as 
Director of Business Administration. 

Dr. Clyde William Phelps, Head of the 
Department of Economics in the University 
of Chattanooga, served as Senior Economist 
of the Federal Reserve Bank of Atlanta dur- 
ing the summer vacation, doing research 
work for the Bank in the field of consumer 
credit. 


CHAPTERS IN ACTION 
Welcome to the Pittsburgh Chapter 


Pittsburgh is the newest A.M.A. Chapter 
and we extend a hearty welcome to its rap- 
idly growing list of members (as of August 
13, there were forty-five). The officers of the 
Chapter are: 

President, Arthur L. Rayhawk, Sullivan-Rayhawk; 
Vice-President, Francis Juraschek, Carnegie-lIllinois; 
Secretary, Bervard Nichols, University of Pittsburgh; 
Treasurer, Arend E. Boer, University of Pittsburgh. 
Directors: Bay E. Estes, Jr., U. S. Steel Corporation; 
Earl J. Gaines, The Pittsburgh Press; Andrew Irwin, 
Duquesne Light Company; Harrie Lewis, Retail Train- 


ing Bureau; C. E. Livingston, Ketchum, MacLeod & 
Grove. 


Regular meetings are scheduled to take 
place on the second Wednesday of each 
month, September to June, inclusive, with 
the exception of a joint meeting in Novem- 
ber with the National Industrial Advertisers 
Council, at their meeting time and place, on 
the subject “Market Research as a Tool of 
the Industrial Advertiser.” The Constitution 
of the Chapter provides that all members are 
to be members of A.M.A. 

The following committees have been ap- 
pointed to date. Program Committee: Robert 
Ritchey, Chairman; Francis Juraschek; Her- 
bert Wyman. Membership Committee: Earl 
Gaines, Chairman; Donald Butler; Benja- 
min Davis, Jr. Personnel & Placement: Cyril 
Livingston, Chairman. 


Chicago Chapter 


President, George H. Brown, University of Chicago; 
1st Vice-President, Stanley Womer, Industrial Surveys 
Company, Inc.; 2nd Vice-President, Robert F. Elrick, 
Quaker Oats Company; Secretary, James L. Spangen- 
berg, Quaker Oats Company; Treasurer, William R. 
Keir, Libby, McNeill & Libby. Directors: Sidney R. 
Bernstein, Advertising Age; C. C. Chapelle, C. C. 
Chapelle Company; Robert J. Eggert, American Meat 
Institute; Jack C. Griffin, Wilson & Company; C. T. 
Heusinkveld, Armour & Company; J. J. Martin, Henri- 
Hurst & McDonald, Inc.; Richard Snyder, Fry, Law, 
son & Company; G. Maxwell Ule, McCann-Erickson, 
Inc.; Sidney Townsend, Business Research Corpora- 
tion. 


The program of luncheon meetings of four 
discussion groups (Advertising, Marketing, 
Sales, and Techniques) was extremely suc- 
cessful last season with a total of about 1,500 
dinners served throughout the year. It is 
planned to continue the program during the 
present season. 
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Indiana Chapter (Indianapolis) 


President, Professor Albert Haring, Indiana Univer- 
sity; Vice-President, E. R. Krueger, Paper Art Com- 
pany; Secretary-Treasurer, W. W. Rogers, Indianapolis 
Power & Light Company. Directors: Fred J. Hamerin, 
Lilly Varnish Company; C. G. Simon, Kingan & Com- 
pany. 

New England Chapter 

President, Wilfred E. Booth, The Foxboro Company; 
Vice-President. Freeman J. Young, Lever Bros. Com- 
pany; Secretary, Charles H. Overly, J. W. Greer Com- 
pany; Treasurer, Harold P. Smith, U. S. Department of 
Commerce. Executive Committee: Daniel Bloomfield, Re- 
tail Trade Board; Milton T. Brown, Harvard Business 
School; Donald E. Megathlin, Kendall Mills; John W. 
Stokes, Stokes Boynton & Company; Gerald B. Tall- 
man, Massachusetts Institute of Technology. 

The luncheon discussion meetings con- 
ducted throughout last season and through 
part of the summer proved very successful 
and it is planned to continue them as a regu- 
lar part of chapter activity. The Chapter 
will sponsor the National A.M.A. Conference 
in Boston on May 15, 16 and 17 in 1946, pro- 
vided O.D.T. rules permit the holding of 
conventions at that time. 

The Chapter voted at the February meet- 
ing to amend its constitution to eliminate 
associate memberships. Under the action 
taken associate members were allowed to 
continue until September 30, 1945, after 
which time it was required that all Chapter 
members be members of the National. 


New York Chapter 

President, Arthur Hurd, J. Walter Thompson Com- 
pany; Secretary-Treasurer, Marget C. Booss, McCann- 
Erickson, Inc. 

The Chapter has found that the various 
group discussion meetings provide an excel- 
lent source of new members. It is the practice 
at the end of each luncheon to secure the 
name, business connection, and address of 
everyone in attendance. After an individual 
has attended three times, he is approached 
by the membership organization. An innova- 
tion at these discussion meetings has been 
to appoint a Reception Committee, of which 
the Chairman is Miss Lucille Minqueau of 
Donald Deskey Associates. This committee 
has arranged for capable and personable 
young ladies to serve as receptionists at each 
of the group meetings. These receptionists 
aid in introducing new members and gener- 
ally making them feel welcome. At the end 
of the meeting the receptionist secures from 


the Chairman a copy of the speeches or other 
material available for release to the press and 
this is forwarded to the Publicity Chairman. 

The Employment Committee headed by 
Gordon Murray of Daniel Starch and Staff 
plans to hold open forums one night a week. 
Plans of the committee also call for frequent 
mail contact with leading firms in New York. 


Northern New Fersey Chapter 


President, Dr. M. R. Neifeld, Beneficial Management 
Corporation; Vice-President, Col. E. C. Stover, Jr. 
Charles Dallas Reach Company; Secretary, Elsa Zumpe, 
National Oil Products Company; Treasurer, Irving Un- 
derhill, Curtiss-Wright Corporation. 


The Northern New Jersey Chapter has 
undertaken the sponsorship of a post-gradu- 
ate course offered by the Newark College of 
Engineering on “Finding and Using Dis- 
tribution Facts.”’ The course will consist of 
a series of evening seminar-type classes and 
will cover the various sub-divisions of mar- 
keting research. It is designed for men who 
are actively engaged in sales and distribution 
work or actively preparing for such work. 
The various topics will be handled by seven 
guest lecturers who are well known in their 
respective fields. The conference leader will 
be E. H. Cargen, Jr., of the Wright Aeronau- 
tical Corporation. 


Philadelphia Chapter 


President, Lawrence C. Lockley, E. I. du Pont de 
Nemours & Company, Inc.; 7st Vice-President, John R. 
Whitaker, American Stores Company; 2nd Vice-Presi- 
dent, Harold P. Alsbaugh, RCA Manufacturing Com- 
pany Inc.; Secretary, William F. Buehl, McGraw-Hill 
Publishing Company, Inc.; Treasurer, Irving W. Wilder, 
Henry Disston & Sons, Inc. Directors: Wroe Alderson, 
Wroe Alderson & Associates; Casilda V. Atkins, Farm 
Journal, Inc.; Reavix Cox, University of Pennsylvania; 
Walter A. Fox, Fox & Mackenzie; C. E. Stiteler, Jr., 
Reuben H. Donnelley Corporation; Roland G. E. 
Ullman, Roland G. E. Ullman Organization; Immediate 
Past President and Director, Donald M. Hobart, Curtis 
Publishing Company. 


Plans for the coming year call for Con- 
sumer and Industrial Sub-Committees of the 
Program Committee. The first meeting in 
September is to be sponsored by the indus- 
trial section and the October meeting by the 
consumer section. It is expected that lun- 
cheon groups dealing with industrial market- 
ing problems, consumer marketing problems, 
and marketing techniques will be started in 


the fall. 
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ASSOCIATION 


apply to 


Secretary, AMERICAN STATISTICAL ASSOCIATION 
1603 K Street, N.W., Washington 6, D.C. 
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Life Membership $100.00 ¥&¥%& 


¥%& Members under 30 pay annual dues of only $3.00 for their first year 
of membership. 


%&% There will probably never be a more advantageous time than the 
present to invest in a permanent membership in the Association. 
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